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Fixed Private Capital

* Revised Estimates, 1925-81
= Estimates by Industry, 1947-81

BEA has prepered revised annual
agtimates of fixed private capital
stocie.! The revised estimates repre-
sent a considerable improvement over
previous BEA estimates of fixed pri-
vate capital. First, the estimates for
the entire 1925-281 pericd have been
revised bacause mew information hes
been incorporated inte the perpetual
inventory calculations used io derive
them. The new information is on sarv-
ice lives, allocations of investment hy
mgjor industry group and legal form
of organirzation, and intersector trans-
fers of used azsels. Second, for 1947-
81, industry detail hes besn expanded
from thres major industry groups
{farmz, manufzeturing, and nonfarm
nonmanufzcturing) to 60 industries
(esgentially the two-dipit indostry
detnil of the 1972 Standard Industrisl

MNore —Helphsl comments on sariisr drafts of
this acticle were provided by dohn E Cre-
maans, Edward F. Denison, Jack G. Faucett,
tartin L. Marimoot, and Jerome A Mark.

1. Gthey party of BEA"s watk on mesguring the No.
tion's Langibh wealth have prowided annoal sstimates
of durable goods cwned by consussera and Awed eope
ital owned by povernments and anoual eod quarkerly
egtimates of business inventaries. Future research will
provide sstimetes of inventorizs owmed by Zovem-
mants and consumsrs

Ealimetes of dorable goods cwned by cootumvers and
fixed capital mnd by governments for the peciod
15251 are found in U5, Department of Commeares,
Bureau of Ecomambe Analysiz, Fised Reproducible
Thngibde Wealth in tha United Stabm, SAFS-78 (Waih-
ingten, IK: 73 Covernment Printlog Office, Murch
1982, Fwvizad and updated sstimates [or the ypears
gince 1973 are availehle in the ollowing izsues of thw
Sunvey of Currerey Bosiness 1972-T0, Delobar 1987
195039, Aoyt 1384

Estitiates of the aboek of busines itventories anou-
ally for tha vears $lice 1923 and querterly for tha
ymars aimce IWT are found in Shirley F. Loftus,
"Stocks of Business [nventorles 0 the Unitad States,
192R-T1" Siirver 52 {[ecambar 1972:20-92 Revised
and updated sstimates for the yesrs aincs 1947 e
found in the following sources; 1947-74, 1.3, Depart-
tatit oF Copmerca, Burwan of Eeonomic Anolyms, Fhe
National Income and Product Arcounts of the Ultad
Stotes, JFH-FE Stmtistical Thaides (Weahington, DCo
UR {fovernmant Printing Ofiiee, 19815 1977-79,
Survey, July 1582 1980-83, Svever, July 1984 Invan-
tory estimetes for the period since 1988 appear in the
ogulnr national moome and prodoct accounts tablex
fn the Burvey; the swrepldellayr series are in Lable
5,14, amd the constant-dollar secles ace in Wbk SIL

a6

in the United States

Classification). Moreover, the validity
of the perpetusl inventory estimatas
hag heen tested by comparisons with
independently derived estimates of
fixed private capital based on book
value data from the 1977 economic
censuses and the Internzl Revenue
Service (IRS) Siatistice of Income.

The industry capitel stock esti-
matea provide information for severa)]
types of analyses. They may be used
to determine the relstions between
capital and employment and also be-
tween capital and output, and to ana-
lyze how these relations differ by in-
dustry over time. They may also be
used to derive .estimates of capital
productivity and total factor produc-
tivity by industry, and they are useful
in agsessing the adequacy of capital in
particular industries. They also pro-
vide 2 messure of how the industrial

F

The stock estimmtes im this artcle
warp prapared wping the investment
flows prassttly publishad in the national
income and product accommts (IPA'R.
Theze flows will be revised in the som-
prehensive revision of the NIFPA's sched-
uled for publication at the apnd of 1985,
The stock satimates will then be ravised
do ingorporats the new flows.

The gross and net stock estimates
shown In this artiels, togother with tha
masocinted astimmies of depreciation and
dizcards, the investment fAows ussd ta
derive them, and estimates of gross and
net seks, depreciation, and discards in
historical-cost valuation are svailable en
a computsr tape. To ordar this taps,
write to the National Income and Wealth
Diviskon (BEDI), Burean of FEeonomic
Analyeie, 1S Department of Cornmarse,
Wash- ingten, DO 20830, Floase specify
BEA Industry Capitel Btock Data Tape
and inctude remittance for 320000 poay-
abla to “Economid and Statietical Analy-
gis, AEA"

In 1938, BEA will publish revisad and
updated estimates of the stock and assc-
ciated meries, togetber with estimates of
average ages of pross and net stocks and
& mors detndled statement of sourdes and
mathods. Availebility of this publication
will be annconcad in the Stevey or Cop-
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mix of capital has changed over tima
and, conzequently; a measure of one
determinant of industry growth.

With the expansion of the industry
detail, two characteristice of BEA'z
sapital gbock esthmates have taken on
increased importance.. First, leased
capital assets Bre recorded in the
stock of the lessor (owner) rather than
in that of the lessee (user). Leased
asnetn are recorded in this manner-in
order ta be dongistent with the nation.
al income " and product accounts
(NIPA) measures of product and
incomme by industry, which record the
inconie and depreciation associated
with these assete in the indusiry of
the vwner.t

Second, the industrial classification
of the BEA stock sstimates is hased
on: the 1972 Standard Industriel Clas-
sification, and data for the estimates
are for "establishments' rather than
"eompenies.” Establishments, as de-
fined for the BStandard Industrial
Ciassification, are economic units,
generally at a single physical loca-
ticn, where business iz conducted or
where services or industrial oper-
ationy are performed. Companies are
one or more establishments owned by
the same legal entity or group of af
filiated entities. Eateblishmenfs are
classified into an SIC indostry on the
basis of their prmclral preduct or
service, and companies are clagsified
inte an SIC industry on the basis of
the principal SIC industry of all their
establishments. Because larpe multi-
establishment companies typically
own establishments that are clessified
in different SIC industries, indusfrial
distributions of the same itemn ¢an be
significantly different. For residential
capital, each dwelling is considered to
be an establishment;, farm dwellings

2. For “maf: horboe' leosesw (outhosizad by the Boo- .

nmomic Fortivery Tox Act o 1981, in which the leszea
velaime gnwdarehln Gf Lo nesct ol mergly trasiafere
tox beaua Lo the heepor, Lo pused i recorded in tha
doch ol e loxees,
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Tabde A=Comparlesn of Revised and Previosg BEA Extimatas of Consiant-Dallar Grose Stocks of Fixed Nonresidentinl Private Caplisl, Selected

Yeurs, 15925=51
. . : [Fwtio of revised sstimatit ta pravious wolimmoe] ]
Sinjor tnchesiry group aned kgl ferm of mrgankation 1 1808 1958 1248 1968 1878 LT i
All irvtnsiriea. tolx] 14 ) 112 1.08 105 LIS 1. 1.4
moger Ind
Bl 1 T 1 1 1 1 | -
[ ] ' i
Monmapulpetusing ST 118 12 LI 108 (K 1 Lk
By forwt o atione
i L | L6 1m L 108 Lidl 1M 108
Hoolmanogl L5 145 1 152 L6 Lot 108 108
Mopoorparnty _ L% © L 1 134 L L L2 100

Heme—Yaarm shown am the beglnning sad wed of sriey, veamwde cloest 1o 1he penky of U Hatts) Bursas of Bemomis Rastarch relcsncs crche, aad 1077,

owned by farm operators are classi.
fied in the farm industry, snd all
other dwellings are classified in the
real estate industry.

In this article’s first section, the re-
vigsed stock estimates for 1925-81 are
compared with the previcus BEA
stock estimetes. Next, the derivation
of the investment flows uged to derive
the stock estimates, including the ex-
panded industry detail for 1947-81, is
described, Then, the derivation of the
gtock estimates from the investment
flows iz described. Finally, compari-
sons between the revised stock esti-
mates and two seis of independentiy
derived book value estimstes are de-
scribed,

Following the text of the article, es-
timates of current-dollar gross end
net stocks of fixed private capital hy
industry for 184781 are shown, sepa-
rately for nonresidential and residen-
tiak capital, in tables 1 and 2. Corre-
sponding stocks in constant (1972) dal-
lare are shown in tables & and 4. Cur-
rent-dollar gross and net stocks of
fived nonresidential private capital by
major industry group and legal form
of arganization for 1925-81 are shown,
separately for equipment and struc-
tures, in tables 5 and 6. Correspond-
ing stocks in constant (1972) dollara
are shown in tablez 7 and 8.

Comparison of Revised and
Previous BEA Stock Estimates

Both the revised and previous BEA
stock estimates were derived using
the perpetual inventory method and

investment streams based on the

game NIFA investment flows for the
years since 1929; however, the two
sets of estimates of constant-dollar
gross stocks diffar, as can be seen in
tabls A. First, the revised totel stock
estimaten are generally higher, be-
cause of the introduction of more de-
tailed aind more accurate service lves

that ave genera]ljr longer than those
used i previoits BEA studies. The
greatest proporticnate affect of the
new lives is for 1934-45, when invest-
ment was less than diseards. With the
resumption of substantial investment
after 1945, this effect bacama lass wro-
nounced. Second, the revieed corpo-
rate cetimates are generally higher,
becanse of the introduction of more
detailed and more accurats alloca-
tione of investment by legal form of
oTganization.

B}Y major industry grcrup, the com-
parisons in table A show considerably
different patterns over the 1925-51
period. For farms for the years since
1929, the revizged astimates are lower
than the previous estimates becauss
of the introduction of a shorber serv-
ice life for the lergest category of
farm equipmeant {agricultural machin-
ery, except tractors). For manufactur-
ing, the revised estimaies are lower
than the previous estimates through
the 1960's and higher sfter 1970. The
lowar ectirnates through 1969 resnlted
from the introduction of lower invest-
ment in structures by manufacturing
industries for the vearz before 1947
the higher esstimates after 1970 oc-
curred because of the longer service
lives, For nonfarm nonmanufacturing,
the revized estimates are higher for
all years, primarily due to the Iomger
lives end also to the shift of pre-1047
structures  investment flows from
manufacturing t¢ nonfarm aommanu-
facturing; these factors more than
ofiset the effect of the introdaction
into the revised sstimates of iransfors
of privately owned transit systems
and public uiilities to govermmeant
owmership.

By legal form of organization, the
comparisons in tabie A show that, at
the all-industry level, hoth the revized
corporate snd noncorporate estimates
are higher than the corresponding
previons estimates; however, the

amount of the difference between the
two sets of estimates varies copsider-
ably over the 1825-81 period. Several
factors account for the variation.
First, shifting some pre-1947 invest-
ment from manufacturing, which is
dominated by the corporate form -of
organization, to nonfarm nonmana-
facturing, which iz less corporats,
lowers corporate stocks snd raises
noncorporate  stocks  through  the
1980's. Second, iniredocing shorter
service lives for the farm industry,
which iz largely noncorporate, lowers
noncorporste stocks, especislly since
1960. Third, introducing longer serv-
ice lives in the manufacturing and
public utilities industries, which are
largely corporate, raises corporate
gtocks for all years. Fourth, introdue-
ing new legalformm allocations in-
ereaces the corporate portien of in-
vestment in most indostries, thus
raising corporate stocks over time. Fi-
nally, introducing estimates of gov-
ernment purchases of privately owned
transit systemms and public wtilities,
which are largely corporate, lowers
corporate stocke for the postwsr
period.

Derivation of Investment
Filows

Quervicw

The perpetual inventory method
used to derive the stock estimates
starts with investment flows and ob-
tains the gross capital stock for a
given year by cumuwlating past invest-
ment and dedueting the walue of in-
westment that has bheen dizcarded,
hased on average service lives and re-
tirement patterns. The net capital
stock i= obtained by deducting the cu-
mulative value of depreciation from
the gross stool

The investment flows eeed to imple-
ment the perpetual inventory method
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wera  developed
manner, First, flows were derived for
investment in new capital by type of
asget for each industry and for trans-
fers of used assets between private
business and other types of owners

Next, the flows for each industry fur
investment in new and used assets
were distributed by legal form of or-
agenizetion. Finally, the investment
flows by type of msset, industry, and
legal form of organizatipn were deflat-
ed to constant. (1972) dollars.
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in the following

The investment ﬂows of asset types
by industry were developad especially
for this study, because they had to
meet several requirements ot all met
by data available from other sources:
the all-indusiry totals for each type of
asset had to equal the NIPA flows for
that type of asset, and the industries
had to be defined on an establishment
and ownership basig. The level of
asset detail that was developed per-
mitted the use of new detail on sery-
im]imindeﬁvingthe stock eshi-

industry are

Talie B.—=Drata Ennrm for Estimates of New Nnnmndenthl
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mates and the use of more detailed
price indexes in deriving the constant-
dollar stock.

Series on investment estimates by
available from three
major sources. The first series, from
BEA's plant and equipment expendi-
turea survey, provide annual date on
investment in nonresidential capital
by ponfarm industries, but these data
are clasaified on & company basis, ere
not congsistent with the NTPA invest-
ment totals (mostly due to industry
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coverage), and provide only a two-way

" aplit by type of asset—total equip-
-~ ment and tolal structeres, The second

series, collected by the Censuz Bureau

* for the industries covered by the eco-

nomi¢ censuses (mining, ronstruction,
man nping, wholesale irads,
retail trade, and selected services),
provide data on ipvestment, but these
data are available only quinguennial-
Iy snd also provide only a twoway
split into itotal equipment and total
struciures (as does the Censos Bu-
reau's annual survey of manufac-
tures), The third series, capital flow
tables prepared by BEA as part of the
input-ouipat (300 tables, provide diz-
tributions of investment by iype of
asset for each KO industry, but the
data are svailable only for 1963, 1967,
and 1972; are on A uwee basiz rather
than an ownership basis; and are clas-
siflied by I-O industry rather than by
NIPA industry.

The investment flows for nonresi-
dential capital were derived in sever-
al steps in this study. First, snnual
investment control eeries for total
equipment and for total structures
were derived for each industry from
the sources given in table B. Second,
the flows for investment by type of
asget were derived by modifying the
NIPA series on fixed investment. Be-
canse the all-industry totals for equip-
ment and those for structores did not
equal the corresponding NIPA totals,
they were adjusted to egual them.
The adjustment process was based on
BEA’s assesement of the relative -qual-

. ity of the various sources of industry

investment data and on imdications
from: the capital flow distribations
that the investmnent totals for cartain
industries for certain years were not
congistent with the NIPA totals for
these years for the types of assets
awned by those industries.

Finally, modified capital flow tables
for 1068, 1967, end 1972 were used to
derive the investment data by type of
asset for sach indumtry. The distribu-
tions from these tzblas were modified

. from a use to an ownership basis and
" from an IO to0 a NIPA indusiry clas-

gification. For the yeare between 1963
and 1972 (except 1967), interpolations
batween the capital flow tables were
nged to digtribute the NTPA flows by
type of meeet. For other years, the

3. BEA's capital New tabde for 1977 i ln preparetion
and will be incorparsied late the vevised and opdated
stock matimnates to ba published in 1534,
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nearest capital flow table was used to
distribute the NIFA Fflows by type of
asset, Tn this step, an iterative proce-
dure was used to derive the individual
industry investment flows by type of
asset so that {1) the asset flpwa at the
all-industry level egualed those of the
NIPA's, and {2) the industry invest-
mment totals for equipment a.nd struc-
tures wersn as close as to
those derived from the independent
industry sources.

New nonresidenticl invesimeni

This =zection describes the deriva-
tion of the investment flows for the
detailed industry stock estimates be-
ginning in 1947, In order to derive
these stock estimates, it was neces-
sary to derive control totala for in-
vestment flows in new noaresidential
capital by industry beginning in 1%21
for equipment and in 1900 for struc-
tures. Aleo, to derive stock estimates
by major industry group for 1925-46,
it was necessary to derive invesiment
control toftals for farms, manufactur-
ing, and nonfarm nontnanufecturing
going back into the nineteenth centu-
r¥, as in previons EEA studies. The
data soarces used to derive both of
these sete of Investment flows are
given in tsble B.

Inpestment conirols by indusiry.—
The industry investment control
totals were derived from several
sources—some provided information
for selected benchmark years and
others for post-1947 interpolations be-
toreen and extrapolatione from the
benchmark estimates, Because many
of thege sources began in 1247, other
sources were used to extrapolate the
control totals prior to 1947,

The sowrce data for each industry
ware adjusted so that the control
totals conformed to the concepts de-
gired. The adjustments related to in-
dustrial classification, estabiishment
bagis, centrnl administrative offices
and auxiliaries, ownership basis, and
employee-owned antos.

1. Industrial classification. Estab-
lishtnent-based source data oot on
the hasis of the 1972 Standard In-
dugirial Classification were con-
verted to this basjs,

2. Bstablichment basis. Where nec-
essary, the plant and equipment
expenditures survey (P&E) and
Siatisties of Income series were
adjusted from a company ba=is to
an establishment basia.

39

8. Central odministrative offices
and quxiligries. For the mining,
construction, and manufacturing
industries, the capital expends-
tures data frotn the ssonornic cen-
suses were adjusted to include
capital expenditures by central
administretive offices end auxil-
iaries, using data from the
Cansus Bureau’s Enierprize Sta-
tirtics.

4. Qwnershiip basiz, To darive indus-
try stocks by establizshment indus-
try on an gwmership bagis rather
than s uze basis, several conven-
tions ware adopted. Fivst, agseis
owned by one industry and leased
ta ather industries were classified
m the stock of the eskablishment

owning the asseis
Second, for assets nsed in estab-
lishments of multi-industry com-
panies where the legal owner of
the asects weas the parent compa-
ny, the ssaets were classified in
the industry of the esteblishment
where they were used. Third,
azsets owned by manufactarers’
sales branches and offices were
claggified in the wholesale frade
industry. Finally, sssets owned
and vsed by nonprofit institutions
gerving individuals were classi-
fied in the real estate industey;
this convention was adopted to
maintain consistency with the
NIPA clessificetion of these
agsets.

5. Employee-wned cutos. The basic
source data for each industry did
not include exzpenditures for
antos owned by individuals and
used wholly or partly for business
purpozes; therefore, the expendi-
tures attributable to business wse
were cailculated and included, 2e
disengsad later in the sectiom on
autos.

After the industry investment con-
trols for equipment and structures
were estimated, they were adjusted
judgmentally so that the all-industry
totalz for equipment and for strue-
tures were equal to the egquipment
and structutes totals of the NIPA's
In this process, BEA assumed that the
date from the economic censuses were
the most accurste. Therefore, controls
for censuscovered industries were ad-
justed only if they differed significant-
ly from the totals implied by the
IMNIFA estimates for asset {ypes owned
by these industries. The remaining
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differences were allocated to the re-
maining Industries so that the indi-
vidual industry totals for a particular
vear were congistent with the NIPA
totals for the types of assets owned by
bhese industriea.

Tnvestmeni vcontrols by #ype of
asset.—For the years beginning with
1939, the flows for investzrent in new
nonresidential capital by type of asset
were derived from the NIPA series on
the nonresidentisl fixed investment
component of gross private domestic
investment. For the years before 1529,
the NIPA flows were extrapolated
batk Into +the nineteenth century
hased on data from vericts pu.bll.c and
private sources.

The invesiment series for eleckric
jight and powser structures was modi-
fied to produce steck and depreciation
estimates coneistent with the avail-
sbility of the capital asset to econirib-
ute to income and output and with
the timing of tax deprecistion. The
flows were modified from a “value-
pat-in-place’ basis—i.e., the value of
new construction put ‘in place in a
particnlar year, hoth on plants com-
pleted or uader construction in that
vear-——to a “when<ompieted” basis—
1.&., the value of plant actually com-
pleted and put inte eervice during the
year. Flows for other types of struc-
tures were npt modified, because the
the wvalue of the uneompleted plant
has been both amall and stable rela-
tive to the value of completed plant,
For elestric light and power strue-
tures, however, the value of uncom-
pleted plant has been Jarge and has
been rising sharply relative to the
value of completed plant over the
past two decades.

Digtribution by iype of apeet and in-
dustrv—The NIPA flows for invest-
ment in new nonresidential capital by
type of asset were digtributed by in-
dustry using data from BEA’s capital
flow tables for 1963, 1967, and 1972.¢
Howavey, before the capital flow
tables were used, they were modified
because they provided the distribution

4. BEA': capital fAow lablen wre daseribed in the fol-
Jowing publicwtiona: 1372 table, U8 Daparctiosnt of
Commeres, Hirgay of Eommomic Analyeis, Mo Sirge
tuney wnd Equipmert By Ching Indusiries, INT De
feiled Exintales and by Fater E. Congh-
lin and Aksart J. Walderhoug, BEA Etall Papes 5
(Washington, D S Governmwnt Frinting OfMce,
I9E0% 1963 end 1967 tables, TS, Department of Com-
marek, Boresu of Eoomomic Analyss. Srieindaster
Travuvciions in New Siryctures and Equipment, {955
and 1567, 2 viunes (Soripglield, Va.: Natisnal Teshe
nical Infmrmation Servies, 19761
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of assets on an -0 industry clsselfica-
tion basie and on a uge bagiy. First, in-
vesiment by nonprofit institutions
serving individuals was reclassified
from the gervices Industriez to the
real estate industry, and force-mc-
count conetruction was reclassified
from the construction indusiry to the
industry parforming the construction.
Second, the distributions were con-
verted from a use to an cwnership
bagis, using wunpublished data from
the IO studies. The two modifications
yielded the defajled type of asset by
industry distributions for equipment

and struciures for 1963, 1967, and’

1572,

For yemrs not covered by - capital
flow tablas, the NIPA investment
flows by type of asset were distributad
by indusiry as follows. As a firsi ap-
proximation, each type of assst was
distributed by iedustry based on
modified capital flow distributions: for
1962 and all prior years, the 1963
table; for 196466, interpolations be-
tween the 1963 and 1967 tables; for
1%8-71, interpolations hetween the
1357 and 1972 tables; for 1972 and all
enbgequent years, the 1972 table.
Second, the asset types allocatad to
each industry were summed to totals
for equipment and for structures
within the indusiry; these totale were
then adjusted to equal those for ihe
indvostry controls. Third, the induatry
estimates by type of asset, from the
previous step, were summed by type

of asset and then adjusted to equal .

tha NTPA tolals for emch asset type.
Finally, these lasi two sieps were re-
peated until the asset investment
totals equaled the NIPA asaset iotals
and the industry investment totals for
equipment and for structures were as
close ag possible to the industry con.
trol totals derived from independent

BEOMTCES.

New residential inventfinent

For the years since 1929, the flows
for investment in new residential cap-
ital by industry were derived from
the NIPA geriez on the residentizl
fixed investment component of gross
private domestic investment. For the
vears before 1929, the flows were
hased on data from varions public and
private sources.’

In the distribution of residential in-
vestment flows by indusiry, invesi-
ment in farm and nonfarm structures
was allocated betwean owner oceupied
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and tenant occupied; other nonfarm
residential structures (darmm:-nea,
fraternity and sorority houses, nurgés’
homes, ete.) were grouped separutely.
Inveaﬁnant in farm residentinl struc-
tures wee allocated between owner oc-
cupied and tenant cocupied separately
for lig-d-unit structures amd mobile
homes using Department of Agricul-
ture dafa. All gwner-occupied farm
residential structures were included
in the farm industry; tenant-oceupied
ferm regidential structures were dis-
tributed between fhoee owmed by
farm operators, included in the farm
industry, and those owned by non-
farm landlords, inciuded in the real
egtate ndustry.

Invastment in nonfarm residential
gtructures wae sllocated between
owner occupied and tenent occupied
separately for 1-to-d-unit structues, 5-
or-more-unit structures, and mohile
homes using information frem the fol-
lowing Census Bureau reporte: Census
of Housing (Qecennial), Annuael Hous-
ing Survey {annual), Charecteristics of
MNewr Honsing (annual), Residential
Alferations and Repeirs- (quarterly),
and Houging Voeancies (guarterly).
All nonfarm residential structures
were included in the real estate ip-
dustry, 28 was all residential equip-
ment, which iz defined to be nonfarm
tenant ocenpiad.

Tranafers of nsed assels

Mext, the value of transfers of used
assets was added to the flowe of new
investment by indusiry. Daia were
only available to adjust for transfers
among different types of owners (pri-
vate business, governhments, house-
holds, and foreigners). These data
were based, for the most part, on
modified NIPA flows for opet pur-
chases of used assets. Data were not
available t¢ adjust for transiers
amobg industries or among legal
forms of organization.

Norrezidentinl investmtent.~—The
largest transfers of used nenresiden-
tial capital assets between private

E U5 Depertment of Labe and TMG Depanmeni
of Comstruction Volums and Coats, 1925-
1455 Srobiztical Supplrment Conpirietion Reyierp
(Wenhingten, DG US. Severnmint Printing (Wiice,
195E; Devid M. Dlank. The Volume of EHHH!!&:I
Conxiruction, JERS-1050 (Peincaton: Printeton Dniver

pily Press for National Bm;nf&nmm’n Resenrch,

1954k and U35, Dapartment Bursay of
Cameva, Hizlorice! Stotiztice of fae United Statae mofs.
wial Fimes fe J970 (Wahinpren, DO US Sovprgypreni
Frioting Ofice, 1975
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business and ethsr types of owners -
voilve sales of used mutcs by private
buazinese to households, exports of
used equipment, purchases of govern-
! ment surplus assets, and government
parchases of privately owned public
utilities. For aulos, annual data were
available on stocke snd unit velues of
nutos by type of owner; therefors, it
was noi necessary to. make explicit
adjustments for net iransfers of. autm
among types of owners.

In the NIPA%, expurﬁa of usari
equipment and parchases of govern-
ment surplus aswets by private bugi.
ness are valeed at secondhand sales
prices. For the industry stock esti-
mabes, however, these exports and
most of the government surplus assets
were valned at astimated original ac-
guisition prices, so that the trans
ferred assets were valued consistently
with those remaining in the stock of
the original owner. Government s
plus assets that were built during
wartime with special characteristics
that added to their cost but that were
of no uze to their new owners in
peacatime were valued at estimates of
the prices that private business would
have paid for new =sset= of equel pro-
duciivity designed for the uses to
which the gurplus assets would be
put. After the estimates of sxports of
used equipment and purchases of gov-
ernpent surplus assets were reval-
ued, they were distributed, in the
yaprsy of transfer, by type of asset, to
the indusiries involved, using data
from the Census Buresw's foreign
trade statistics and surplus propecty
peports from the General Services Ad-
ministration and the Department of
Defense.

The NIPA flows of gross private
fized domestic investment and gow-
ernment purchages of goods and serv-
jres do nof presently imclude pur-
chages by State and local govern
menta of privately owned railroads
transit systems, electric ntilities, and
water systems. Therefore, annnal egti-
mates of the valug of assets purchased
by government were derived for each
type of public utilities, sepacately for
squipment and structures, and re-
moved feom the stock of the salling
industry in the yeer of purchase. The
estimatas were based on data from
the following sources: for railroads,
Moody’s . Trangporiation Manuals;
local transit, Moody's Transporiation
Manuals and the  American Fublic
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Traneit  Agcociation; olectrie utilities,
Moodys Publie tility Manuals and
Department of Energy publications,
Stetistics of Privately Owned Eleciric
Litilities in the United Stofes and Sia-
tisties of Publicly Owned Elecirie Uil
ities in the United Stutes; and water
gyatems, Moodys FPublic Utility
Maruols. FEstimates for these pur-
chases’ will be incorporated into the
NIPA's in the comprehensive revision
scheduled for publication at the end
of 1385, with offsetting adjustments in
government purcheess and private
fixed investmont,

Residential invegtment—The larg-
et transfers of used residential cap-
ital among private business and other
iypes of owners, and awong indus-
tries, -involve purchases of private
housing hy State and local gavern-
ments, conversions of Federa! mili-
tary housing to private ownership,
and tranefers of farm houging to non-
farmmn ownership. The estimates of
transfers among private husiness and
governments were derived from the
NIPA flows; the estimates of conver-
sions of farm honging were derived
from data from the censuses of hous-

ing.

Net transfers of existing residentiel
structures between government and
private buginese consist privparily of
State and local government purchases
of private housing to make way for
pew roeds or buildings. In  the
NIPA’s, these transfers ere offsetting
in government purchases and private
fixed investment and are valued =zt
sales prices. In the stock estimates,
however, these transferred structures
ware ireated as permanent loses
frora the housing stork rather than =5
shifts from the private to the public
mtock; the housing involved in these
purchazes was removed from the
gtock of the real estate industry in
the year of government acquisition.
World War Ii Federal military hous-
ing covered to private ownership after
the war was transferred to the stock
of the real estate industry in the year
of converaion.

An important type of transfer that
enters the industry sioclk estimates,
but not tha NIPA estimates of invest-
ment, is the post-World Waxr JT shift
of farm housing in urban fringe areas
to nonfarm housing. Estimates of the
value of thesze iransfers were derived
from the cenmsuses of housing and
moved from the farm industry to the
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real eztate mdusmr in the year uf_
transfer.

Invemuent by legul f‘nrm of
organization

The estimates of investent in new
and weed assstzs for each industry
weve distributed by legal form of or-
ganization-—corporate, sole proprietor.
shipe and parl:ue:rshlps. and other pri-
vate business.® These investment
flows were then used to derive stock
estimates by legal form for each in-
dustry. This procedure did not take
account of shifts of existing asseks
from one legal form io another {for
example, when an unincorporatad en-
torprise incorporated). The informs-
tion necessary o account for these
shifts was net available.

Nonresidential investment.—Invest-
meat in nonresidential capital was
distributed anhuatiy by legal form of
organization within industries by aub-
tracting estimates of investment by
other private business and then dis-
tributing the remainder Betwesn cor-
porations, on the one hand, and gole
proprietorships and partnerships, on
the other,

For other private business, invest-
ment by tax-exempt cooperatives was
estimated from Department of Agri-
cuiture data, separately for the tele-
phone and telegraph, electric services,
and wholesale trade industries; in-
vestment by entities required to
report rental income on nonresiden-
tial property in IRS Schadule E was
derived from IRS data an investment
and depreciation; and investient by
nonprofit institutions serving individ-
uals was derived from Census Bureau
data on the value of new comstruction
put in place and from trade associa-
tion data.

6. Oorperate businesy consets of the domegtic aivi-
tiem of mi! entities reguired to file Fedaral corporate
income taw returng; mutual fnanolal ingtitatinne pek
vabe noninsured penscn funds, coopamtives subject Lo
Fadetal income tawes, nnproli; organizations that pri-
marily sérvé buziness; Fedérul Resarve banks; and fed-
erally apongeted oredit sgencle. Soede propricloraiips
coneigt of all eniities that woukd be regoired to fide
[RS Schadulbe C (Profit or Lazy feaw Buslness or Proe
fergion] or Bchadule I (Parm Income and Expences) il
ihe propristor met thw Glibg Dequirement, tegither
with farmm housing owned by farm operatore Pariner.
skipe congist of eil entities required to (e Federal
pactnerahip (noome tex Teturns OUher pricete dsines
congleta of all entities required to repart rént and oy
ety income on ths Fedwral {ndividoel income tax
return In IRG Schedole E (Supplemental Imconmre
Bchadulal if the individual mst the Blitg reqoirement;
thar-coeoipt  cooperaklves;  owndr-occupled  rumdarm
hougtrg; and buildings and equipment owaed and. used
b nonpeofit institutions soving individuele,
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For industries covered by the agri-
culture and economis censuses (farm,
mining, construction, manufacturing,
whelesale trade, retail trade, and ze-
lected services), the legal-form per-
centages for corporations and for sole
proprietorships and partnerships for
the cansus years were hased on distri-
butionz of capital expendiiures from
e ereaes wore. masads o diaesibts
perteniages were on kri
-tions of expenditures interpolated by
IRS depreciation data. For other in-
dustries, the parcentages for all years
were based on the distributions of [RS
depreciation dats by legal form.

Regidential investmeni.—For the
farm industry, investment in residen-
tial capital was distributed by legal
form of organization using
the census of agriculture. For the real

data from.
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estate mdustry all investment in
owmer-occupied  residential  capital
wa3 assigned to other private busi-
ness; iovestment in tenant-ocompied
residential capital was distributed by
legal form uging data from the Coensus
Burgau’s survey of residential fi-
nance; and ibvestment in other mon-
farm resideniial structures (dermito-
ries, fratorniky and sorority, housas,
nurses’ homes, ate) wax assigned to
other private business.-

Derivation of Stock Estimates

Serpiee lives _

The service lives used in the perpet-
ual ioventory method to derive the re-
visad stock estimates are showm in
table C, together with those used in
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pravions HEA estimates, For equip-

ment, the new lives were panerally
based on industry studies conducted
by the Tressury Department during
the 1970°s. For nonresidential strue-
tores, the lives weve based on tax
service lives in the 1942 edition of
Bulletin “F” of the Treasury Depart-
ment, bock velue data compiled by
regulatery agencies, and Department
of Agrieultureé date.? For residential
stroctures, the lives wexrs based on
those in & study by Haymond W.
Geldsmith and HRobert E. Lipsey,
except for mobile homes, where the

US Govarnmemt Frinting Offfos, 15942
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pverage service life wag based om
trade association data.®

Separate service lives were used for
each type of asset in the perpetual in-
ventory caleulation—the same asset
detail for which annual investment
series are estimated in the NIPA's
Where possible, separmte lives were
used for each industry in whickh a par-
tioular type of amset ia purchased, to
align service lives more clogely with
actual experience; however, because
of data limitations, industry-specific
service lives could ba comaputed only
for some types of assets, as indicated
in table C.

Each sérvice life by type of assetl
and industry was held conztent over
time. Aithough service lives could
vary cver time due to business condi-
tions mnd technclogical change, the
informatiorr necessary to estimate
such changes in service lives was not
available. The book wvalue compari-
song given later in this article supgest
that the use of constant service lives
has not produced any systematic bias
in the BEA estimates for the 1959-81
pariod.

Eguipment.—The revised stock esti.
mates for nonresidential and residen-
tial equipment were based on service
lives obtained from industry astudies
conducted doring the 1970°% by the
former Office of Industrial Economics
(OIE} of the Treazury Department.?
The OIE results were particularly
useful for manufecturing industries,
hecatise they provided separste indus-
try estimates of service lives for pro-
duction-type equipmeni—metalwork-
ing machinery; special industry ma-
chinery, n.e.c; and genera!} indusirial,
including materials handling, equip-
ment. The previous BEA stock esti-
mates were based on service lives that
were derived by medifying Bulletin F
lives, The lives used 1n the revised
BEA estimates represent an improve-
meni over those uzed in the previous
estimates, particunlarly in that tl}ey
provide detail for separate industries.

8 Faymond W. Goldsmith aod Robert E. Lipesy,
Slaties i P Matfone? Baienoe Sheet of the Ui
Biztey (Priocaton: Princeton Univarsicy Press for Na
tional Buresu of Ecomomis Eesearch, 1363, wolume 1,
chapter 1

#. The DIE data are unpublished, wteept these for
the Lexiile Industry, which are availatle in U3, De
partment of the Treasory, Ofee of Joduatrial Ecoe
emica, The Textitle Indusire A Stedy of Capital In-
westoaens, Technology erd Oifer Faciora Affecting Pre-
seribod Copital Recocery Allowances of Texitide Ma-
chintry, by Staghen J. Hudak and Paul T. Bohnalay
ﬁ;%mingmn. D¢ UA Government Frinting Officos,
19TEL
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Nonresidential struciures.—For
farm struectures, the average service
life wzed in both the revised =nd pre-
vioue estimates was based on Depart-
ment of Agricultire data. For iele-
phone and telegraph, electric light
and power, gss, and petroleam pipe-
lines structures, the service lives used
in the revised estimates were derived
by comparing hook walue data provid-
&d by regulatory agencies with perpet-
pal inventory estimates calenlated
using various alternative service lives,
For other types of nonfarm stroc-
tures, the lives used in the revised eg-
timates were derived by modifying
Bullztin ¥ lives, as fallows. Because
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the NIPA invesiment flows for nonre-.
sidential atrugitures include additions
and alterations to existing structures
az well as new styuctures, the Bulle-
¢in F lives, which apply only to new
structures, were shortened 20 percent
for manufacturing structires and 7
percent for nonferm nonmanufecter-
ing strurtures, Next, the lives were
ghortened amother 15 percent to ao-
connt for the fart thai actual service
lives for nonresideniial structures
were probably shorier than Bulletin F
lives. In the previous estimaies, the
lives for all types of nonfarm etene-
tures weare derived by modifying Bul-
lekin F Yives, as described above.

Retirement patierns

Except for awtos, the service lives
in table C are averages; thersfore, to
account for the retirement of aszets atb
different ages, patterne were caleulat-
ed based on modifications of the Win-
frey 5-8 turve, a bellghaped distribu-
tion centered on the average life?
For nonresidential capital and resi-
deniial equipment, retirements start
at 45 percent and end at 156 parcent
of the average life. For residentisl
structures, retirements start at b per-
cent and end at 195 percent of the av-
erage - life (table D). The retirement
patterns used in both the revised and
the previous estimatas wera the same.

Obrolescence

The service lives used to derive the
revised and previows esiimates were
designed to take account of expected
sveroage obsolescence over time, and
the refirement patterns were de-
signed to take info account normal
deviations around the average life.
However, the patterns do not take ac-
count of “unexpected” ohsclessence—
that is, obeclescence due to unfore-
seen events that may have substane
tially altered the time pattern of the
loss of the asset’s productive services,
Bome analysts have argued, for exam-
ple, that government pollution abate-
ment and safety regnlations, sudden
increases in energy prices, and in-
creased foreign competition since the
early 19705 have rendered certain
capital assets obsolete before the end

10 Robley Winfrey, Slatisticed Anahesw of Induairi-
al Properly Retirement (Awes: Iown Engineering Es-
pariment Satin Bulletin 126, Decamber il, 1336,
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Table E—~Comyparison of BEA Estiimates of Groes Stocks of Fixed Private Caphtal in Historical-Cost ¥alustion and IRS Extimates of Gross Book

¥alue of Deprecioble Asarts, Selected Years, 1859-31

(Retic of HEA qutimeston Lo TRS ecmptes]
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non Mk wrmjlng]e.

of their normal service lives. In sitiza-
tions where such unexpected obsoles-
cence did occur arwd assets ware re-
tired before the end of their normal
sorvice lives, it would be desirable to
reflect these aarlierdthay-normal re-
tiretpents in the stock estimates,

In BEA stock estimates, adjust-
ments were not made for such unex-
pected obsolescence because the neces-
eary data were not available. In the
case of assets renderad ohsolete by
government pollution abatement and
safety regulsiions end by increased
snergy tosts, it i& poessible that many
of these amsets would already have
been near the end of their nermeal
lives when they were retired, and
that any adjustments to remove them
from the stock estimates would be
small. In the came of plant closings
due to forsign competition, it is possi-
ble thai these pilants may reopen in
the future, although not necessarily
producing the same products. Bacause
thege plants etill repregent productive
capital, they should continue to be in-
cluded in the sfock estimates uniil
they are demolished or unt] it ie cer-
tain thet they will never recpen in
any capacity.

Foaluation ond price indexes

The stock estimates are valued in
three different ways—at historical
cost, at consiant cost, and at curvent
cost. In historical-cost valuation, sach
asgat in the gross stock ia wvaibed st
its originel acquisition price. Con-
stant-cost estimates—referred to in
tablex 3, 4, 7, and 8 as constant-dollar
estimetes—value each msset at the
prices of 1972, the prices used for con-
stant-dotlar GNP, Thus, the constanik-
cost stock for a particular industry is
an estimate of the quantity of fixed
capital owned by that industry valued
in 1972 prices. The constant-dollar in-
vegtment flows used to derive these
estitmates were obtained by dividing
the current-dollar indusiry invest-

ment flows by price indazes, saparate-
ly for each type of asset.

Current-cost estimates—referred to
in tables 1, 2, 5§, and ¢ as current-
dollar estimates—value each asset at
any specific period at the prices of
that perivd. For example, the yearend
134T seock estimate shows the items
that were in the stock at yearend
1947 expressed at the prices that
would hsve been paid for them at
vanrend 1947 if they had been pro-
duced at yearend 1947. Current-cost
atock estimates were calcalated by ap-
plying price indexes to the consiant-
¢ogt stock estimates.

The price indexes yeed to derive the
estimates of constani-cost and cuor-
repl-cogt gtocks wers the same as
those used to derive constant-dollar
fixed investment in the NIFPA's1?
Price indexes for stroctures were
hased on various construction price
and cost indexes, and those for equip-
ment were hased on Prodicer Price
Indexes publiched by the Burean of
Lahor Statistics {BLS). 12

The firet step in deriving estimates
of stocks of autes by industry involved
the calculation of the total mtock of
aukos in nse, regardless of ownership.
This stock was calculated as follows:
{a} The. number of new autos entering
the sicck each sear was estimated
from trede association dats; (b} sur-
vival rates wera obfained from annual
Polk tabulations for each wear of
original registration; and (¢} these
survival rates were applied to the
new aitos series 1o derive ennual esti-
maies of the total stack of antos in
vse by year of original registration.

Second, the total stock of autos was
separated into stocks of consumer and
business anbas, basad on Palk tabula-
tions of registrations by businesses
and by individuals and on BLS and
Census Bureau data on autos owned
by individuals bu{ used wholly or
partly for buginess purposes.’?® Autos
owned by businesses were assigned to
the business stock, and svios owned
by individualy that were used ezclu-
sively for personal purposes were as-

- gigned to the consumer stock. Autos

Auntos

Numbers end ages of autoz in use
were available each year from State
registration data tabulated by R. L
Polk and Company. The procedure for
deriving estimates of the stocks of
autos owned by private buginess took
advantage of the availshility of this
information. As 2 result, it was nol
necessary to assume &n esfimaded
servica life or retirement pattern for
autos or to make explicit adjustments
for salee of nsed autos from one type
of owner to another.

11, Fix investinent in 2lectre light and power struc-
tures, the NIPA prica indexzes wert modifled In timing
ta reflest price o in the waloe of compbetsd

A investiment detd wers rmedic

12 The pt'inzipql er:‘E ivdexss uioid for structures
ars described in 'Revised Delators for Mew Conpbros-
tioh, 1947-73." Svevey 54 (Sugust 1974, Part Tn18-27.
Thos [or equipment ore deserbed in Ioving Rottan-
berg and Gecald Donshoe, “[mproved Deflation of Pro-
ducers’ Durabke Equipment” Soaver & [July
197T5p20-23.

owned by individuals that were used
wholly or partly for business purpo=es
were allpented between consumer and
busine=s usage of these autos; the por-
tion of these autns allocated to busi-
pest siocks provided the estimates of
employeeowned autos discussed In
“Investment controls by industry.”
Third, the avarage unit vaiue for
business eutos in each year of original
regigtration was derived from BLS
data and ther deflated by the implicit
price deflator for the new autos com-
ponent of producers’ durable equip-
ment to obtsin the average unit value

15 The data on business of hoosehold-owned
aplas were derived (rom TS, Deparimeant of Labar,
Burtag oF Labor Statistics, Siroey o Conglirtar Sr.
pendiiunes (Washingter, D: 115, Government Print-
ing Hilce, 1984} 1.5 Depertment of Compmerce,
Bureau of the Cenwuy, Consomer Buying fndicaiors
1877 (Washington, D 115 Government Pri
Office, 1572 20 unpublimhed Census Burean qurvey
data Inr 1973-T4.
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in 1972 prices. The annual constant-
. ot groes stonk of business autos was
: obtained by multiplying the number
" of businesn autos in eacl year of ovigi-
* nal registration by the cﬂrrespunding
' deflated business unit value. - -
: - .Finally, total business stocks of
- autos were distribnted by industry
ueing data from BEA’s capital flow
tables adjusted to the NIPA industry
classification and to- an twnership
basis, - o :
Depreciation and net stock

Agspts are carried in the gross stock
at their undepreciated values during
the entire time they remain in the
gtock. The net stock egtimates were
derived by subtracting accumulated
depreciation estimates from these
wvalues, The d&pr&ciaﬁuﬂ estimates
were derived using the straight-line
fermmila, which sssames equal dollar
dépreciation each year over the lifs of
the asget. 1+

Capital consumption cllowences in
e NTPA s —The estimates of capiial
consumption—capital congumption al-
lowances with capital consamption
adjngtment (CCA with CCAdj—now
used in the NIFPA's are equal to the
current-cost depreciation estimates as-
spciated with BEA’s previous capital
stock  estimates plus  accidental
damage to fixed capital. The esti-
mates of depreciation associated with
the revieed and updated stock esti-
mates to he published in 1986 wiil

provide the depreriation estimates at -

the all-industry level for the CCA
with CCAdj for the comprehengive re-
vision of the NIPA's scheduled for
publication at the end of 1935. The re-
viged indusiry estimates cannot be
nged to derive industry estimales of
CCAdj, the difference between capital
consumption estimates based on tax
returns and those based on the cur
rent-cost depreciation estimates from
the stack calculations, becanse the
tax-return-based NIPA estimates of
A are on a company basis and the
depreciation sstimates associated with
the revised stock astimates are on &n
esteblishment bagis. Reseprch to de.

14 The ratinnsle for using the sraight-line formula
i disriitnd it Allen H. Toung and Jahn C. Musgrave,
“Extimation of Capltal Stock In tha Tinited Stwiea," in
BPan Usher, ad., The Mersuramend of I, Copfer-
wotd an Baestarch (o Incopee and W r Studies in
Tpceme and Weanlth, vol. 46 (Chionger University of
Chicugo Preas far National Buceay of Economic Re-
saarch, 19801
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velop company-based estimates of
CCA  with UE.M} h_v industry is
planned..

Cmﬁparismts witil'IRS and
Census Book Value Estimates

Ta provide checics on the validity of
the. combination- of the investment
flows, =mervice lives, retirement pat-
terns, and legal-form allocations unsed
to darive -the revised BEA estirnates,
comparigons were made between ihe
revised estimates of gross stocks in
historical.cost valuation and two sets
of independently derived estimates—
one based on IRS book walue esti-
mates and the other on similar data
from the Census Burean. 1*

Comparisens té:'t.f: IRS exlimales of
the all-indusiry Fevel

Table E sirvows zatios of the revised
BEA estimates of gross siocks of fixed

1A The revised BEA siock estimeten in historicel-
roet. valuation, which are nol shown in thip ariizle, are
svilable an Hhe computer tape mentioned sariar.
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private capital in historical-cost valu-
ation to IRS estimates of book
vaine of depreciabls ns=ets, separatel_v,r
for corporations and for eole propri.

etorships and partnerships. (The com-
parisons are for yeers for which IRS
estimates were available,)

Before the rating were caleulated,
the estimates were adjusted to
remove conceptual differences. The
IRS emiimates were adjusted to
remove depreciable assets of unincor-
porated foreign branches, construc-
tion work in progress, and alicwance
for funds osed during construction of
public utilities, and to add assets that
financial industries own and lease to
other industries and autos cwned hy
individuals and used whoily or parily
for Husiness purposea.

The BEA estimates were adjusted
to reflect the IRS waluation methed
and ownership classification for assats
sold secondhand using IRS data an
capital gains and the NIPA price in-
dexes for the assets involved. In the
IRS estimates, assets 20ld secondhand
wers valued at their cost to the

Toable F.—Eompnrlun of BEA Eatlmaten of Gross Siocks of Fixed Privata Capital in Hlstorical-
Cont Valusilon and Consus Extimates of Gross Book Valuse of Depreclable Asseis, by
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present owner and were included in
the stock of the present owner. In the
BEA eogtimetes, such assols werg
valued at their cost to the originel
owner and were included in the stock
of the origi cwner, Because. the
data used to adjust the BEA estimates
related only to sellers, the adjustment
could oniy be mada at the all-industry
level, separately for corporations and
for sole proprietorships and partner-
shipe, sand was not possible for in-
gtances where an entity changed its
legal form of organization without
selling its assets (for examplﬁ, when
an unincerporated enterprise incorpo-
rated), The inabflity to makes the ad-
justment in instances where an entity
changed its legal form affecis the
comparisons in table E for corpora-
tions and those for sole proprietor-
ships and partnerships but not thosa
for the total of thege two legal formns.

Ag ghewm in teble E, the ratice of
BEA to IRS estimates at the all-indus-
try level are very close to 1.00 over
the 1958-78 period. This may be
viewed ar evidence tonsistent with
the vaiidity of the rombination of the
investment flows, service lives, and
retirement patterns used to derive the
BEA eatimates. For corporations, the
retics in tphle B are less than 1.00
(i.e., the BEA estimates are smaller
than the IRS estimates} for all yesrs
ghown except 1978, although they are
very close to 1.00 beginning in 1971.
For sole proprietorships and partner-
ships, the ratios are greater than 1.00
for all years shown, althoogh they are
comsiderably closer to 1400 beginning
in 1975, This may be viewsd as evi-
dence that, over this peried, the BEA
egtitnates for eorpovations are appar-
ently bissed downward somewhat,
and those for sale proprictorships and
pertnerships are apparently biased
upward somewhst. Two possible
sonrces of this apparent bias in the
BEA eatimates by legal form of orga-
nization are: (1) the legal-form alloca-
tiong waed %o derive the BEA esti-
mates were based on less information
prior to the 1960°z than those atarting
in the 1960’s; and (2) the BEA esti-
matea do not take account of entities
changing from one legal formn io an-
other. Maost of these legnl form
changes through the early 1970's were
from sole proprietorships and partner-
ships to corporations. Starting in the
1978, this bias appears to be decreas-
ing, but its future direction and size
are difficult to predict.

SURVEY OF CURRENT BUSINESS

Comparicone with censns dook value
esiimates by industry

Tahla F shows the revised BEA esti-
mates compared with sadjusted esti-
mates of gross book walues of depre-
ciable ausets for industries included in
the economie ceneuses in 1977. The
censue estimates were adjusted to
make them concepiually comparable
with the BEA estimates; the adjust-
menta are similar-to those deumbed
in “Investment ¢ontrols by industry.”

For the total of all censue-covered
industries, the BEA and census esti
matesarewiﬂﬁnlpm’mntnfeach
other., On an individual - industry
basis, the two etz of estimates are
within 5 percent of each other for 14
of the 24 indust:ri&a; for the other 20,
the BEA estimate is lower than the
census estimate for 13 mdusmes and
higher for 7 indusiries. .

One major resson for the differ-
ences botween the two sats of esti-
mates for some industries is the treat.
ment of capital leases.'* These leased
assets are included in the industry of
the lessor in the BEA estimates and
in the industry of the lessee in the
census egtimates. The impact of this

14, A enpital bease, which ba gearally of Tonger du-
rethon than other types of laases, |3 dafined in State
ment of Financial Accoutiting Standard Mo, 13, txowd
by thw Finareial Accoomting Standarde Bonrd.

July 1085

difference is especially apparent in
two of the censug-covered industries
with . substantial leasing activity—
business services and: auto . repair,
Given the approzimate nature of
the adjustments to the cemaus esti-
mates and the capital leasing prob.
lem, the clopeness of the BEA and
Censas Bureay estimates at the level
of all censuscoverad industries and
for most individual industries may ba
viewed az gvidence consistent with
the validity of the cornbination of the
investment flows, service lives, and
relirement patterns used to derive the
BEA estimates for the cepsuz indus-
tries, _
Compartsons with IRS corporate book
value estimater by Industry

Table G shows the revised BEA o5
tunates compared with IBS estimates
on corporate gross book value of de.
pruciable assets. A similar compsrison
for sole propretorships and partner-
ships was not possible, because IRS
did not tabulate estimatez of groes
book wvalue of depreciable asseis for
these entities for 1977.

The estimates for this tsble were
adjusted in the same way as those for
table E, excopt in two cases. First, the
BEA estimates by industry were not
adjusted for valuation of assets sold

Tabke G —Comparison of BEA Estimates of Corporate Grosa Siock of Fixed Private Crprtal in
Historicak-Cont Yaluwatlon and IRS Eatinater of Corparate Gross Book Valus of Deprecishis

Assets, by Industry, 1977 1
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secondhand, because the

nacasgary
data were not availabls. Thus, the ail-

indusiry ratio in table G differs from
that for corporations jn table E, and &
number of the industry compavizons
in table G are affocted by the ‘inabil-

ity to adjust for this differsnce inm

valuation methods. Second, 'TRS esti-
;a?;auy furadjmany mffuatntiae could not
hasizs to the establishment bhasis re-
quired for comparison with the BEA
astimates. The partial company-catab-
lishment adjustment affected indas-
tries as follows: (1) Assets of integrat-
od potrolavm companies were reclassi-

SURVEY OF CURRENT BUSINESS

fied primarily from the manufactur.
ing of petroleum and coal products in-
dustry to miping, chemical manufac-
turing, transportation, retail trade,
and certain other industries; (2} assets
ot which depletion allowances were
claimed on tax retmrms were reclagsi-
fied from the industcy c.la.itnmg the
depletion. allowance to the mining
and forestry indostries; (8} assets in
manufacturers’ sales branches were
reclagsified from manufacturing in-
dustriss to the wholesale trade indus-
try. :

As ghown in the addenda to table
G, the BEA and IRS estimates for the

47

total of all industries not covered by
the 1¥77 economic censuses are
within 3 percent of epch gther. This
closeness of fit, together with that
sghown in teble F betweon the BEA

firther evidence conaistent with the
validity of the combination of the in-
vestment flows, service lives, and re-
tirement patterns used to derive the
BEA estimates. The ratios in table G
by industry show considerable varia-
tion, largely due to the valuation and
company-estahlishment.  classification
problaims discussed above,
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Table 3. —Constant-Doblar Gross Stack of Fixed Private Caphtal.

SURVEY-OF CURRENT BUSINESS

m. 3 g8 3 § FOUAMERIENAN 22RoNI0ES” ¢ GIRNSRAN 3R gREt 2 3 § S8NUpt 3 AmasmmMamaty 3 53
5| 3 m YRR § § geUINNASHRON ERCINISEESC § QEURI832 30 g3 3§ § BOVINET § gueIINNIEITI g g2
841 3 E% 3§ UUETOURREN SRROTHUIET § JE9EDSR3 AN gum0 93 § PUUSUPT § 9N omS2a3nee g9
g m 3 § 9331 3 § JUUIgICOUTHA RRANGIELST ¥ GRNSNA0 399 $E3 oy g CHAPT 3 SSITEENNNG g g
5 w §E 5§ R 3 § IOIRENIUST JUSUEUIRTY § gRUHNTSY 339 235 ¥ § § vesnye 3 SvSammma® § g
8 m g ¥ 85 § a3 3 g gINI3ENUSNRN ERCANNUREST § ETSIAVRC 330 5392 ¢ 3§ AUWnh § suiomngis g g
2 m 38 ET§ YIS SONSNSEENNN IRENINNEINT ] BTUASRC 3R AU 3 Y § GUOPT § oSO g m
z m §4 8% § NN 2 yRUUQEENINN GRCOSESIRSR ¥ SRUAN02C ERT gpRR 3 3 g mvEegt § aRvaEd g
4 w 837 3 305 F g SSREREINIROR QEUINIGIISY 7 ZUSSANEE 53 2ER% R 3 3 smemcyt §oomanashanen I g
B § #3373 RSRR ¥ § §ORGEINNRTNY GRRUGNNANS § gERaURAW @R 0gu3 § § ¢ amengn g aWIanad g g
Elgd337 3024 mumumumuuwmu 4 E g g FESHETIY §3W DIRT 3 ¥ § SEeEP 3 maNsemMEasE g g g
g m § 3 3% § YRS 3 § pUNERTEIENNN SETATRGR3RT g Z@RcANaY 3t g9A7 4 § @ wRUIUyt § asmewSmaien g 33 i
&l #3895 35530 3 3 POUSTII GRERNRENN ¢ mmmmmnuu AT dan I3 SAUSUES p ILMaIEATS g gy
2] 3§ 238 290 3 SEERREASYN BNRNSSORANT § ZRGONS 33 BT I 3 BN § SMSEOMNTT § g
E 28 g 9955 3 3 FSUsgsshovdmn 53 g4t 9EC ¥ ¥ § IWCIUT g osumavIanoII g g

beatinl .

Agricattunsl servicms, Tovssiry, aod fisbverbee,,

Fargia

axd gucnges.,

rapaie oarviced

and recraathon gamviceg ...

[T TN o I

by

axiapl

m’l‘mm BETYRO  me msrmmssu o]

i M

ki
pit

Aypria, brokem, srd serdiome 3

nches othor then banke -

W commedity brakars and sarvices oo
i

_m
i
il ik

athar
AT,

by et L et ——

EREEE

o b

bS]

Conl

ol amd

N
Comiruciion
T mninchering
Raal eatals,

i

4
E
L
7
|
[
a
11
-

Lig

L Consan off social services, marm bgrship argupkrat(pes, snd miselameouy professeas]

| Taepenaien aed pobBc willites ... ... ] 2507

| Ealimaten ara aa of the and of the Tenr.

B el trade

B Whokeasde posde

CHEgquTT

i s
L § ..m w

i
AIEEERINDHAR YIRRAREREAxE SERagzy § BYsECUgsCHRx

L]
L]
v
19
49
0
51

EE




Al e — g —— = i em em —

Fuly 1885

SURVEY, OF CURRENT BUSINESS

Nonresidenfis! pnd Esaidentlal, by Indwetry, 15047-81 1

1OT2 dedbprn]

1942 1583 1B 1885 1996 | 1967 198 1568 1990 1171 1972 1978 1974 1976 1978 I 19T ba ] Lyl 1580 191 | Lt
lﬂ.ﬁl‘ RIS [ RILE ESLL |24EEE (20654 |28 | ITELE (ERMA |ZARRE | RIIAC - (22ET4 [ZIIRE [ RHEE |23 Caasal |aTezv | 3NE | 44D 1
L9 | 1aeed 1808 (12 |1zez {132 (LS a8 | LERIS |35 16503 (17228 (1AIBZ LGN [LEZRE | LIS RS |Znda (Al | igend z

na n L [ ¥ ] AT 1 ] ECE 13 1ML 1864 [ E ] 145 | 145 LILE A bt LI O [} ) 1 -3 e 1

T T i L] 3] &bl B BELA BAT L ] [ E.] 1ris wTE nLay 1155 4 1253 321 1351 i 4

e 47 &4 52 [ ¥ 13 [ g (13 (1] Tl L] TA T4 B0 LT BS 104 104 &

™Y b I as 1 a3 BT HX 3.1 [ Ty (1T 1R 2 F) [ ) Ml | G [ LMo | wes | oLl [ T =1 &

N2 B 4 bL | -+ [ +] 1] 71 B E | A 1] "BA BE [ R o3 i8] pELL] 14 2T 134 T
3§ | . AT 18 L] [r] 4.3 ik +7 L] 53 §.7 [T a4 T.3 7.8 L] BT 1RE Il.E 1% &
Gl LR BB T Tl T -1 D A 153 T L Ta.} T %A 81 w1 [ ) 5.4 Eo k] B
kX 1] L5 E) ag 1] [ ] 46 L2 i [ 1] ¥ a7 &0 5.2 Rl [ Ta a3 (&) B o

e o T 4 3z 1 ns AT 83 BT b ! |- wE MR a1 4 a1 na [T} 455 442 1

zueT | 2w | oeen | zEme [ smes | aera | mms [ aa | asis | wes | amr | apax | avma | amae | ames | mae | emz | sisa | s | s 1w

130 112 8. Ly b 1698 1728 1 1.4 A 24 A = - ) iy 1) i 26545 ol e g 0 Fi:]

6 | - &d . A L4 T2 4 r El 53 48 2.3 98 1xE 1L 1.3 B 125 |- R0 154 1B ul
Lg 14 - 34 21 4] LB4 5 7 24 9 &1 33 35 54 87 2.8 4.4 - 4L [t LA 15

183 VIE ﬁ 185 Erir 147 15} 1k 18] 153 [ b X JB.E 10 184 kD 20,58 58 F- -1 16

B5Y Y s 1 5.8 -1 &ihe 5d -1 55 5 m ABE LT ae BLd 5.4 .2 687 7

131 a5 (TR 168 185 178 T-T] 2% |- 211 &a fo 2R & A .1 =X 06 Bl.3 18] 13

1] i1y 205 FTE 214 %5 al 286 F- 1 T 417 231 pTES B3 T oA A £k £ [N b1 ]

106 1148 15k FF3 ] .k 159 1.1 1B 1BE | N4 B e [T 263 [rE] Fo 5.3 -1 B nE m

el 185 1.5 [TF:] .1 FE FTES e 2B ad 248 %5 . [ A ] 2 T F- b 29 . il a1 aLz n

L] B4 -3 12 3 14 123 131 187 135 AdA i 151 167 12 16T 114 1E3 1:T bu 1] =
IE 34 14] a8 7 L6 3] (1] -] [ 1 &5 [ T4 17 El EX ] - if Bk 104 4R x|
Y F13 1) 20 ar aig a 18 EL] FT3 10 42 41 14 i 44 51 5A 56 Y] [
1207 | 1200 | 14 | 1a2A ) wand | Tets [ oasEt [ a4 | 1msn | ttes | 1A [ 1md8 | 1033 § S0LB | BG5S | MBE | &8 | e | 2t | 2B n
Bt L) a5 n: 8332 Bl ME fi—A) T ] ¥ 2313 wuE £17 2h & 11 i “n fo 1 %
A | 11 1.1 12 13 13 14 14 15 15 14 L7 Ly 10 Tn [3] 8 A 4 a1 n
105 183 164 1606 il 11.5 n7 121 124 1] 184 4 .6 4T 143 16.2 1LE 1545 1L 168 g
1H 2.4 P 23 s 7 3] 11 L4 [T 4.4 4.3 4.4 4.5 [ LT +9 £ 51 50 o

(1% ] 50 158 176 i ipy ny 2L | - ] 24 FhE %1 6.2 A 8L Hia alg ] et LT
. %k 79 g2 -1} 13 [T3 na i 118 1E) 197 [ 108 141 144 150 1Y 185 178 161 a1

21 %1 304 23 5.4 ne 193 4o Tl K4 a3 &3 o1 15 21 e | -BES 3 el 45 T

194 [[ 1 1A% 1] BB .5 bay - T} 1 oA -1 2D o8 B o84 k. LT L1 o 24 Hi o

A4 | kE al a5 11 b [ 42 [T .2 104 1Ha 18 130 11 [ 147 151 167 1kL W
k] K| L] a Lo 19 i ] 1a 11 11 12 18 [%] 12 [ %] 13 13 14 ¥ 14 113

Han ez vl ik | W5 Nts S HOR 1 l.p BT g N . R SRLE 021 w25d B16 76T [~ ]

i Tufi] T k] 1464 MEZ 1607 1530 1561 (R X 1512 [ [E 15 1e8T Mi 16 1761 1183 1826 188 1804 013 i

E1E ) BiA BiZ 2L ElB ] HE 78T 2 .0 Tid T ke I Tie 5 [T o 8| [:1] I )

T2 72 bE] [1] B [ 81 L1 AH 15 &5 L | -3 52 Y] 5] Rl KL 540 50 -]
74 IED 164 190 s e M5 s 2R e e T i T 1) ] anl LB b1 A My ]
1] A 132 184 13 D s 1540 155 154 1hE 116 JAE 190 197 Ei 218 3 232 M3 4
B2 BA .11 102 1i.7 146 142 142 1®4 K] 913 we [ e T 7 Lh TR} 253 5.1 42
a5 k1] ) 2T a7 5 18 14 [T AT 111 112 g 1£7. TS iTES 150 151 153 184 4+
1] 1] [+ ] it - 18 B4 a9 1§ ] 02 164 IId 111 1% 1 124 1% 125 134 137 138 [
- 11} 84 TT 8% BlLi 1 6.2 144 1LY 141 pr: | 1ist 14d 3 15140 ity ] 1654 1m.n 1808 -8 Elil da
al.g g 4 iy a4 Ba.I BB .5 1053 1185 1184 1A L35 1 141 138 1811 188 1aL3 Mrd [T
3 34 f1] 42 46 X ad iE &2 L1 ha ] Tk 7.7 Rl A BB 92 i 12 LIt dF

ELRR: ] L4E j ] Ligy bl 5 96 .7 18LE I 2 Ell9 pvns: ] pri 1] 13 2488 fat i | g E Fing 2B a0 %

o1 | ok | 1033 | Desd | 1126 | O dEES | 128 | 1310 1&? I I59E | 1882 | 1720 | BT | IBET | 1LY | BET | T4 ] 21 ] 271 &

b N ¥ .43 S 4338 [k 47 LR} ("1 BLA %‘I .1 ] GE:} ) 5685 357 ] [ ] [ [<F] o

BT BT BT &7 - ¥:] =8 .¥:] [T7] 62 [T i i1 (3] [T [¥] [T 7o (A Tl Al

13 22 26 N ans =1 L7 ] - ¥ wa ) e = 1:3 584 B5.1 i 63 128 Thl Mz B8 b

0] Eafy) .l 3 Gia w? wy TAR 1) . S8 it ] | 8 13 1084 i3 1188 13 L4 [T 5

TLE | 1678 | 1eAd | ITRE | METD | UMAT | o904 | fZea ) ENOR | 24 | oY | 3324 | W9 | e | et | s | 3367 | ama | &3 ) AT #

114 143 e 4.1 11 158 3 1B 18T Fa| 27 %7 4.7 25 K| - % S -0 2 478 =5

53 3] [ ] L1 ] T8 -1 4 1t ns 1) 18 i3 11.6 154 LB FIhY o2 o] BEa w4 E ]
i T i k] .8 bl LA 11 H xS LB 123 1.4 15 1.3 1Y ] 1.7 1.7 138 8 ) o
a3 ad a 41 44 A& 2 [T ad &3 7 Tl T8 16 BE 5 21 BT 103 10% =

s | 198 | 18E | wad | owson | wed | oand | askd | bl oy | soby | mEl | edl | 2iS | mes | st | 6% | 2s0s | u8s | w08 | @

14 1.1 1z LE] LE L& LE i 2 1) F17 EF] FE] T F3] &l b 4.6 1% Y] &
et L 5] e ™ a5 nwo oot I L R T B T = O - (N PP T E N 158 IFT | 1684 | 1R | 1T | 1S ]
i+ 135.) 142 | 152 ML 18.1 1.1 0T : 21 i 0.0 302 i3
BE [ |3 5 T4 bl L FI) i m@l’_’? % ”Et? ?ﬁ m ﬁ m 11 ﬁl 115 115 Bt
ag ad LY 105 1L.p A 158 2 204 FoL . 1 IRE B 318 BT 3E6 34 0.1 i Fln )
in8 105 L 122 146 .t 151 1482 g | 11.» 151 2y 20 =e =T 254t 2.5 2B -} =Y o]
18 LT 1.5 jx) L9 21 FES ] 35 -3 ] L ¥ 443 &8 LY ] 23 [E] 4.3 44 +5 47 &
1h 18 FA 23 23 a5 fX] F1) LA al Y] LY X 2 14 1 4.8 -5 L2 ] L3 L
Bk [1] 43 s 7 pLIL] 02 104 104 112 118 121 1B 128 130 13K 138 140 14,1 L2
Tl 4.1 108 e - Iog 244 4 ne F-13 .y T ME HE B3 T 414 1B 444 83 s T
I3 [X] T 183 1LE [ %] 13l e 152 9.3 171 182 133 201 1.0 B Fo 7K i X 71
gl Bl 8| 3|3l B8 Bl B Bl B B e 88l 8 a1
i [X] ] ] T2 Te £l BT wi a7 | 18 | ulr | a¥E | 133 | % | ped B | e B4 T8 | T

SETE [IAMLE | rAbhS |18 {ITA% (LTS |1 | L3080 TG (1280 [0 BEEE (18t [1AITY | LgaBT frARed [1E%eE (1EPLT [ igaBi | AELR | 1GEKd 75

Lo Fol 50 £ Eita .. k| frs Bia SLE Br S At 511 L F| 514 ] S4B .6 b | bk ] ] 455 i

1 3605 | eerd MR {1emeT | eEES |LIfEE [ LLERE (L1ETD JLERMGE (124 |02 |o0eEd 1 AaMG [L33E | tTER [ 152LE | 156Ey |14 | 15840 w1




Y T A A AT e e

g
c]

Table 4. —Constavi-Dollar Net Sioek of Fived Privale Caplial,

SURVEY OF CURRENT BUSINESS

(Bl of

Ny e

T

R R tme f e 1 e

o g

E[ 30339997 3§ gRRERRRIT JUVURYINT § RSRnT g6 QI 3 3 § NUSNRT § SeSITE g g

§ m £ 3 3% 2 TIER 3 3 EARESREASNET pUOUNINNANT @ §IAS0USY §3N 580 3 8 § WUyt § amueavzmwes p g2
2 m § ¥ 37 B PR E § BAVGERENAINT guTITAAINT 3 gEMNONSE g5 G300 % R R ANUQY poORGHUesquMel § 3
2 m § 9§ § IR gAURNERIONT GReRNASET | gENRNNST 030 IR 3 @ 7 wenegT g veseveanames gog
B m 298" R SR 3§ IRTHERIERNNT ZOITRAYERT § AUSUNAN2 ERT 3RS 2§ o § RSN R
$l § § ¥ 3 T 7§ g5TISUSGERT REUIUCRAEN" g FUSNINIR GRS 39t 5 ¥ 3 WMURT g SAAIEIETE g g
HERE ga 3 2oge g 2 fu-VEROUINAS pEUUTRAERNT § gIIN0GNY 43 QNS T § § ROINPT § oaNaveamNats § 5
B § 33872999 2§ gRINERNINRAT gURNINNAT g p§SeIasy 3R 93Sw 2 § § s=hIUyT g mRRRUUI@ECUI g gp
R B33 R SRS R § ERCUSHINNCATI gETOTUIEENT § 2gEnInD g0 g M g § AUty g smaeeRwen g
B| 3§35 @70 3 g gIZINIENAT gUOCa53eTS g QRN JgR o8 8§ g oaanwegv g Sthueesseed g g
MW 238 37 R TSIOMNONID gUONESEIe 3 2gURIaNn gE gyR 2 g g Ay g mmavmnien 3 g
| § § A3 8 THER 3 3 ANCISIRCRTS gENUTGRENTT § QgINNNT G4 gnsS M g 3 Aoty g maremantea 2 oo
HEEEESE 52ER 8 § EIUSINIAIRTS F4TINIREES 7 gRRNAAT pES RIS 3§ § WG 3 Zrmmeessanen g gn
£l 3 § & 3 § 783" 2 g ghogSuaINTa gpemmaszes g mumnmuua.”mw #8239 ¥ 2 § 3WUUgn 3 amaSeemaee g oag
%l 3 5 8 3% 2 7937 3 J ERNOII0N0ANT QnURINORT I gEANUnIS 98¢ 388 4§ § 3megn g gmmseemgmen- 2 32

Pirced private sapilal

Agriridinre, Fureriry. end Mahorier ...
Agvlrabtursl girvick, fogptry, aad fioherier_ ...

e e o S —

i Clpe

M.m mm

A Ty

pasianger ool —]

fir}

Ll

ey

P
il

Locn] snd

;ﬂvhnut—m——m

o ond beleriion brosdessting—....—— .

Fircame, Db, iid moml atals,.,. ..,

, cqmmodiby
lﬂhﬂd& npiuts, beokers, dnd derriceg ..

+ Holding aud ather [naveotmant coniminied ...

ogunarigy otier tham kanks ...

ging places_ . ....—...-.—|

, earwices, and
m pair
ﬁmﬂmmmnd TRETRALIc MPvicmE .-
Barviom

Holels sud ather b
Fersanel servivet

b ﬁumrmunniuﬁltﬂmiu......_............ 31T

.mm (it e 55 8 m
: mwmwmm il mmmw”_m HHL il
Frea’” i T i ik ¥ mm mmmwm m 5
m R W ome o rEag g oo gEaanuasaand SERRERAInIR ERERIYYY 9% SURA & X SFRESAZ U EEgNkRessspr 2 2F

mp e i

amel ikl lAnnoos peo Resaonol v,




b5

SURVEY OF CUREENT BUSINESS

July 1985

Nonrasbilentiz:d and Rexidential, by Industey, 1947-81 1

107 dollars]

.m oo TR W veal 5 I RARRESARAHET RENRARRNRLE § SEORIURT 49T U922z N R T SRSN9SD @ o3gsumesooms o oo
B § 88 3 590 R 5 PONRESI UNT § SO 0 G 13 § TR § SRR § 8
B[ § 583 THY G UREIRGNINN GENNNISIGD § INGAINT 350 5g3% 8 4 4 AROSDY § SNSRI P G
) 8§ 280 335 3 7 PUARRRRT PO | ST 00 50 30 ] Pk BRI
gl 3 5372 93930 3 § GUIARESEN00 RN § SPEIR 290 IS 24 7 AITNN D IEINEETI 8
Bl § 3787 3 999% § § GUNEEGNGR GRTANORNGT § JENNOR 3% 2939 3 @ § 3NN § BSISNETS g 3
S0 5 397 999§ § PUSEENT JUINPEET § RPIOT B RS 49 g 2TNR I SERNETY I N
Bl § 89 8% 30 g PNIMERNGNO GRS | EREECT B 3B G 3 g RO 1 BEESETE O
E| § 49 3° 3 O g ) PUSEENNT JRRIIETC | GONGEER 350 3890 3 U 15UUNE0 3 EGRNnayIns g o
IHEFRERECE I ooe=ge et gl o P R e
(6§ 82 87 3 303 3 3 posammmas geeneise™ g a0ET 360 GE £ § AT 3 BAIIRET 2
£33 733 LG PUCIRNIEED SN ) GISIEOR 539 R08 R 3 WUV I mmSRNTE g
E M w B g3 Figd 2 m muunmmmmmuun R e m Soatasd oW mvmu £z m muﬂuumu 2 mmmmuuummmﬂml.m mw
B § 32373 % 9§ UOSINRNG JRURNSGRA J BMNAN3S 407 gEY @ 4 g SRS mgETRaEe g i
§| § § 39 39933 3 § 3EIEINOT QICIUINENOC 3 GIEUIN0 OUS NGNS 4§ § RUIAgR § adveess g g
gl § § 839 § 9938 § g UNOQRNEEOST pURSRRRANC § gaNgtOE 30 RS 3§ § EUI9gR 3 IINSTRRETI § 3
3 m #3093 W38 3§ PUSRIANNAR SEURNNISOC § HIASITAY U3¥ 23S 3 § § BUURASY 3 INUSITD §
glgeee § 533 3 § §ENFRRERSUn SICONENENET 3 BEREUNNO 3NN IR 3 g ue3mge § gasTonpzes 3
E| § § 99598 9 3 FONGIENITT GEUOANSIRSY § fE05ANNN O 334R ¢ 4 g NPT § IssoumyEee § gy
I e T T a2
¥ |m.m I3 G AR 13 ESINRANENNT gEORA0NEN g FENSCUNE URN 53N 4 g @ nevang g omnuenaan § g

e iRl o - TR TN

m—rm——



The National Income and Products Accounts

By CAROL 8.

of the United States; An Qverview

Thiz artiole presenty o summary explanation of BEA aabiongl income and
produot accounts. It is an exponsion of the artiole that appeored in the October
1578 Surver o Creeent BUsinees, and it insorporates the resulls of the recentiy
completed tomprehensive vevision of the national incoms ond product aeoounts.
An sppendie to the arfiols presents the definitions that wnderlis thess accounts.
These dafinitions provids detasl that sanmot be included i ¢ summary explonation.

THE netionkl inceme and product
secounts (NTPA’m) show the ecanomia
process—ie., the produetion, distribu-
tion, and wse of output. Although the
measurement of produetion is the fume-
tion of the NTFA's that iz best kmown,
they gained their preeminence ag a tool
of macroeconomic analysis beaause, in

addition to measuring produetion, they
present g summary pictura of the eco-
nomiz process, The first section of this
article explaing how production is
measured in the NIPA’s, and the seeond
section explaing how the NIFA’s pro-
vide & sumnmary picturs of the economic
procazs.

The Measurement of Production

ABOTUT 85 pearcent of GNP—the most
pepulsr meastve of the production of
the Nation—originetes in businesa. Ao
cordingly, & good way to explain the
GNP is to show how the production at-
iributable to a single buziness unit can
be measured. It can be maasured in two
ways: in terms of produets, ia., goods
snd services: and in terms of incomes
genarsted in production.

GNP as a sum of products

Of 2]l the magnitudes that are shserv-
able for a business unit, its sales come
closest o its production, hat they are
not equivalent to it. First, sales fall
ghort of production if some of the unit’s
production is added fo inventories
Conversely, sales exceed produoction
if inventories are dranwn down Sec-
ond, sales and inventory change of
& unit measnre not only the production
attributable to that unit (also called
product origiating in, or the value
added by, the unit), but also tha raw
materials, semifinished products, and
fintshed products—more precisaly, any

2

product other than plant end equipment.
intended for use by the purchasing
unit~—that the unit purcheses from
other wnits. Becauee theee purchases are
the production of the cther units, thay
mugt be deducted from the sum of a
umit’s ssles and inventory change to
derive the production aitributable to
that anit. In NIPA terminology, thess
purchases ave called current-account
purchases. (The tarm “intermediate
products® is often used interchangesbly
with current-aecount purchases.}

Thus, the production sttributeble to
the buginess unit can be measured by the
foliowing formnla:

Value of production=sales+ inventory
change — current-account purchases,

The next step is to regard GNP as
the sum of the production of all the
business units that operate in the econ-
omy and to examine what happens to
the formula if it is so interpretad. Its
inventory change compenent stands. Be-
couse the current-account purchases of
one unit are the sales of another, they

CARSON and GEORGE JAS7I

‘eanesl out for the economy as a whole,

In an aconomy like that of the TUnited-
States, the sales that do not cancel
{“finnl sales™) can be seen fo consist of
{1) sales to consumers, (2) gross fixed
investment (Ehe plant -and equipment
that was omitted from current-account
purchases), (3) eales do govarnment,
and (4) sales to foreigmers—axports.
Ezports are measured after deduction
of imports, Imports are reflected in final
sules and alzo in the inventory change
component of the formula. But they are
foreign rather than LS. production,
and must be deducted if the aim is to
derive a measurs of production sttrib-
utahlato the United States.

Abont 15 persent of GNP originates
ontsida of business Nornbusiness pro-
dnction ineludes the services provided
by hounsehold employses (and hy the
amployess of nonprofit institution),
the services provided by governmeni
empleyees, and the services provided to
foreignera abroad by factors of produe-
tion—Ilabor and property—owned by
residentz of the United Stafes (net of
the services provided in the Tnitad
States by factors of production owned
by residents of foraign conntries), Tha
first two categories of nonbusiness pro-
duction are measured by the compensa-
tion of smployees of honseholds (and
nonprofit institations) and of govern- -
ment. The 1ast category is measured by
the net inflow from abroad of employee
eompensation and—ruch more impor- ¢
tant—of property incomes ({interest
and profits). The household component
iz treated os a sale to consumers; the
government cOILponent, as 4 sale to gov-
arpment 3 and the forsign component, 88 |
o sale to forsigmers '

This is » drastically abbreviated ex-
planaiion of GNP and, st & minimum, -



-‘Febmrrlim

requires the following further explano-
tiome, :
) " TPirst, the reference to business
5 “units” was intentionally nmbigucus.
. On the one hand, units may be estab-
+* lishments (e.g., factories) ; on the other,
¢ they may be Airms {enterprises, com-
y panies, corporations). The former tend
l “to reflect technologies, the latter tend
» to reflect finrncial arrangements?
Second, each of the components of
""final sales has charecferistics that are
¢+ not obvious, For instance, fxed invest-
| ‘ment iy defined “gress” ie., no dedue-
I tion is made for plant and equipment
: used wp  production. Another char-
acteristic of fixed investment is that it
" eovers, in addition to residences bought
{ by business, residences bought by house-
holde. Common sanse saggests that such
purchases are investment rather than
; econsumption.

Third, in addition to monetary trens-
actions, GNP includes “imputations”
for cartain items of production in kind.

3 _ These amount to less than 10 persent of
GNP. The major itemns pre: wages tnd
+ saleries in land, food and fuel produced
and eonsumed on ferms, the velue of
sarvicss rendstred by owner-cecupied
2+ yosidences, and the value of services fur-
| nished withoue payment by financial
‘ intermediaries. Each of thess imputa-
+ “tions is made in order to obtain n better
view of total nationsl cutput end of its
distribution. This statement can be
“illustested by one of the imputations
Ir for wages and salaries in kind, If only
i monetary transactions wers talen inte
« ‘ageount, menle provided iree to reston-
| rant workers—unlike meals sold by
b restanrants—would not nppesT B part
l *of GNP, and wages of restavrant work-
3 2rs wonld be understated relative to the
| wages of worlrers who recoive their
i' ‘wages entirely in monetary form,
F 1. There are soreral gyotems of etobomle Ge-
connis that, teken topather, mre commonly colled
| mthe satlanal econcmle aso@tnds, Ooe of these ayg-
ems, the input-output tccoroiz. because It shows
howr the nmdoetriss of the Natlon Loternet to pro-
l ttlluna tha OMPF, are baned ¢o & tetbpologienl defal-
_tlea of the bosinesz unil Another system, the de-
1 talled suving-invgatment aooognts, hickuae 1k shows
L the trooiactions Lo the morkets thet tronetorm
marleg Inte Wmvesthidnd, are baged on o Amnadol
deENtion. Inksmuch ax the NIPA's moy be wleecsd
+ ua the oystem thay summordsea the netional een-
noWmic aecounta, they wodkd stem te Tegnire Mt
The estnbishment-Nrm lehotomy is sie of the moat

impaortunt shetedes (o lntegratlon within eod ameng
parte of he oatlpnal scenomls uccounts

)
"
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GNP as ¢ sism of incomes

The second way of measuring GNF is
besed on a self-evident proposition :

Value of production=¢osts of produc-
tion -+ profits.

To shorten the diseassion, the following
explanation omits the application of
thiz formaula to the single businesa unit,
aid applies 3t directly io businese as o
whola. When the formuls is applied to
buriness as 8. whole, o major category of
costs of a single business nnit—enrrent-
acconnt purchases—ecancals out hecause,
as hag been axplained, the ecurrent-
areount purehases of one unit are the
sales of another. The costs remaining in
the formula fail info fomr main cate-
gories: compensation of employees, net
interest, depreciation and other capital
consumption allowonces, and indirect
hnginess taxes, Employes compensation
eongists mainly of wages and ealaries,
bui ineludes also employer contributions
to social seenvity and private pension
ond welfare funds Wat interes: is in-
terest paid by the bunsiness less the in-
terest it recaives. Depreciation, ete., Tep-
resenis the cost of plant and equipment
used up in production. Indivect business
taxaes are faxes that can be chorged to
husiness expense—for example, sales
and excise taxes and business property
taxes,

The diffsrencs between the valne of
baziness production and the coats just
enumernied ie business profits, of which
corporate profits iz the larpest categary.
Corporata profits are measured before
taxps on them. {Corporate profits taxes
sre not an expensa in the strict senss of
the word, beenuss, anlike business ax-
pensas proper, they cannot he deter-
mined before profits mie caleulated.)
The other major profits cotegory is la-
beled propristors’ income, wnd envers
the incomes of praprietorships and part-
nerships. The last category of profits,
called rents] ineome of parsons, is very
similar to proprietors’ income.,

This itemization of costz and profits
is applicable to business production.
The items nsed to measure nenbusiness
production were ennumerated earlier, In
mensuring GNP os o sum of incomes,
thése items are combined with corre-
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sponding items of business costs and
profits.

A graphic summary—Bursiness snd
nonbusiness production, and prodwction
in terras of products snd of incomes,
are quantified for 1980 m the upper
panel of chart 6.2 The hulk of produc-
tion iz geen to originate in business; out
of a totel of $2,822 billion, $2,924 billion
originates in this sector. Production at-
tributable to households accounts
for 386 billion, production attrib-
utable to government for $28¢ billien,
and production attributable to factors
of production provided (met) by T.5.
residents to foreipmers abroad—called
rest-of-the-world production—acconnts
for $50 billion. Without rest-of-the-
world produciion, the total is called
gross domestic product. This total,
which is $2,579 billion, i85 usefol in
studiss that focus on production atirib-
utable to factors of production located
in the United States.

The right-hand side of the panel
shows produstion measored in terms of
products, and the lefi-hand side shows
production measured in terms of in-

‘comes. For the business sector, the dis-

tinction hetwween products and incomes
15 observable in the teal world; for the
other sectors, only incomes are obsery-
aghle. The sequence of incomes shown
for the business sector differs from the
costs-profits sequence just described for
reasons that will be explained in the
next section.

The chart also shows how the sectors’
corrasponding product dems and corre-
sponding ineomes items are combined
to derive the National Tneome and
Product (NIP) Aeccount, which is
ghown in the lower panel. For example,
sales to persons by business and by con-
sizmers are combined to becoms personnl
consumpiion expenditnres, and com-
pensation of employees hy business, by
households, and by government is com-
bined into & total for compensation of
employees.

The national income and product
@FCCpeenl

The NTP aceount is shown 48 neconnt
1 of table 1. On the right-hand side,

% The sstimates LoD o chart & are towae in
the Jenyary 10E1 BORYRY.
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GNP is measured as a sum of products.
On the lefi-hand side, it is measured as
a sum of incomes. The following points
help make the table intelligible.

Firgt, the items “sobsidies, ete,”
“huginess transfer paymenis,” and “sta-
tistical discrapaney™ ave new. The first
of these ean be vegarded e nepmtive in-
direct business tazes. The business
transfer payment item includes, in ad-
dition to corporate gifts to nonprofit
institutions, had debts incurred by con-
gumers. Salea on the vight-hand side of
the account inelnde eredit sales hefera
defaules; accordingly, bad debts are an
element of businesa cost. They are called
transfer payments—a NIPA term that
inchides incomes of consumers for which
they did not render current services—
beanuse they are written off rathar than
collectad. Finally, the statistical dis-
crepancy iz the GNP measured az »
sum of products less GNP measured as a
sum of incomea. In theory, the stetisticnl
discrepancy should be zere, becaunse
profits is p restdual—the valne of pro-
duction less the cost of prodection. In
practice, the statistien] diserepancy is
not zero, becanse the income and prod-
uct sidea of the NIP account are esfi-
mated independently, and—given the

SURVEY OF CUERENT BUSINESS

meerfectmn of estimating methodo]o-
gles—are subject to error.

Second, the terma “inventory value-
ticn adjustment” and “capitel con-
snmption adjustment” are attached to
several items on the income side of the
NIP account. “Inyentory valuation ad-
justment® is attached to proprietors’
ingome and to corporate profits to signsl
that, with respect to inventory account-
ing, even though thess two forms of
profits are derived from business re-
ports, they are based on the method used
in the NIPA' rather than on methods
uzsed by business, The NIPA methed is
to value the change in the physical
volume of inventories in the prices of
the current period. When éhe physicsl
volume of an inventory good iz um-
changed or increasing, thiz method s
identical to the lasb-in-firgt-out method,
The inventory item included on the
product side of the account is slse mens-
ured using the NIPA method.

“Capita] consumption adjustmeent® is
attached to the two profits items just
enumerated, and also to rendel income of
persons and to capital consmmption al-
lowatices, to signel thaet, with respect
to depreciation accounting, even though
the items are derived from buginess re-
porty, they are bnsed on the method used
in the NIPA's rather than on methods

Febroary 1981 P

used by business. The method wsed in .

the NIPA's is to measure deprecistion
with wpiform serviee livez and eon-
sistent deprecistion formulas, and {0
value It 54 replacement cozt,

Third, the sequencs of items on the i

income side of the NTP account departs

from the costs-profits sequence used in,

their explanstion. The entries adding
up to a total called national incoma are

a combination of iterns that con be en-

vizaged 3 the sum of the earnings of

the severnl faciors of production. This
“Factor cost” comeept is often used in-

studies dealing with the allocation of
factors of production te various uses

The twa additional aporagates that are

showpn—charges sgainet net national

product and charges agninat GNP—

measure production valued at markst

]
[
¥

prices, which inclode mdirect business -

taxes, Becanse it 33 merket price that is
the basis far ¢hoice among siternative
prodacta,

havier and welfare. Cherges against net
national produect measure the valoe of
produoction after deduetion of capitsl
consumption allowsnees, and charges ¢
against GNP ia the income counterpart
of the product measure of GNP.
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A Pictare of the Econemic Process

- THE gketch of the firat funotion of the
WIPA’s—the provision of measures of
the totel vutput of the Nation—has been
" completed. An explanation of their
* spcond function—the provision of » pie-

ture of the econcimic process in ferms
" of the production, digtribution, and use
of output—is taloen up nexk.

Taspection of the NI account shows
that it provides considerably more than
& product and an Income mesasute of
. total GNP. In addition, i provides im-
portant ¢lues to the distribution and use
of GNP, For instance, it shows the part
of GNP that goes {o consumers {“per-
sons” in the NTPA's, to indicate that
nanprofit ingtitutions and a few other
entities are merged with households
- proper). Tt alsn showa, on the left-hand
sida of the account, many of the in-
comes——for instance, wages and sala-
ries—that parsons receive and use to
purchase goods apd services, Tn other
words, the NIP account showa many
of the elements that are necessary for a
comprehensive accounting oi tha dis-
tribution of GNP to, snd the use of i
by, persons—one «f the major economic
groups distingnished in the NTPA’s be-
canse these groups determine the work-
. ing of the sccnomy. But the pictore is
incompiata, The NIF account does not
show al} the income receipta of pergons:
for instance, old-age and nmemployment
benefits and other transfer payments re-
ceived from government are not shewn.
' Mor does it shew iadividwal incoms 2nd
other personpl taxes, or perscnal saving.

A eimilar situation holds for the
other tujor zconomic groups, govern-
ment and foreipners: The NIP account
. shows some bat not ]l of their receipts
and expenditures.

Finally, information is incom-
plete for the part of GNP that i= saved
and invested, The NIF account shows
the part of GNP that is invested do-
mesticzily, but not foreign investment.
Ameng the forms of snving that make
investment possible, only business aav-
ing {(undistributed corporate profits
and capita) eonsmrption aliownnees) is
ghown,

Recognition of these gaps in the in-
formation relating to the distribution
and wse of the GNP suggesis o way in
which these gaps can be filled : Acconnts
are established for persons, government,
and foreigners to record systematically
all the receipts of these proups end the
disposition they make of these receipts,
and an azcount is eztablished for the sev-
eral forms of domestic saving thess
groups penetzte and the investment
their saving mekes possible. These ac-
counts are shown as secounts 2 throwgh
5 in tabla 1. Thay do not involre a celca-
lation of profit or loss, as does the NIP
account, because they are receipt wnd
ezpendiinre accounts—ualike the NIP
acconnt, which is fashioned alter a Lna:-
ness income statement. Also, there 15 &
difference hetwenr: the personal, govern-
ment, and foretgn accounts on the one
hand, and the saving-investrment ae-
count on the other. The former refer to
economic groups. The latber mits across
them and shows the saving and invest-
ment transactions of all domestic
ETOUPS,

The remaining tack is to fll in ae-
gounts 2 through 5. First, counterentries
to the transactions that appear in the
NIP zecount are made in the sppropri-
afe accounts. For instance, personal con-
sumpdion expenditures, which are n
receipt in the NIP accouni, appesr as
o dispositicn of receipts in the personal
income and outlay account. Second, the
aceounte are complated by filling in
traneactions not yet enconntered—trons-
sctions that oceur betwesn two of thess
accounts. These new entries are ex-
Fleined below.

Personal tncome and outlay ecconnt
In the persomal income and outlay
nocount, several new items pke encoun-
tered on the veceipts side: dividends
received by government, interest paid
by government to persons and husiness
less interest received by government,
intersst paid by consumers to business,
tropsfer payments to persons from gov-
ernment, and personal contributions for
social insurance. Dividends veceived by
govermnent is encomntered becnuse it
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must be subtractad from the dividand
totai in the NIF account to derive per-
gonal dividend income.

The interest items are encoantersd as
part of a presentation that replicates tha
methodology of deriving personal inéer-
est income from the net inderest item in
the NIP saccownt. This derivation is
seer, most ensily in algebraie form. I
interest is paid (p) and received (r) by
business (B}, by persons {P), by gov-
ernment (G}, snd by forzigners in
Eransactions witth the United States
(F),than

%ﬁl +P|ﬁ+ Gp +Fn =Bl+Pl‘ +Gr+ Ft 1
124}
Pr= {BB-B‘:J + '[Fp'_ Fr] + Gp_ Gr +-Pn'

Inasmunch as (By— B} + (F,—F,} isthe
nat interest iem in the NIP account,
it can be seen that personal intereat
income equals net Interest plug interest
Faid by government less imterest re-
ceived by government plus interest paid
by persons. The differences between the
terminologies . used i the algebraic
formulation and in the personal incoma
and outlay account rmainly reflect clas-
gificational features of the NTPA's?
Transfer paymenta by government to
persons conalets of social seeurity and
unemployment insurance benefits, vet-
srans’ pensions, and vther items peid by
sovernment to persons for which the
latter do not perform current services.
Pergonal contributions for secial insur-
ance consists of contribations of em-
ployees and the self-smpleoyed to soeial
security and similar government plans.
On the disposition sids of the aceount,
the new items are personal tazes, inter-
est paid by consumers to business, per-
sonal transfer payments to foreignexs,
and saving. Pevsonal taxes comsisis of

. Thaky diferences velate o Gy And P YInterest
puld Ly goveTnment to persons and bosimess™ fx
uged ipetesd of G to ipdiente that interest paid
by governmént bo FOEMLNTE i handled separacely.
Such pareents are not regarded by parments for
saFriont nrodneed by properts, aupriled by forelgntls
to the Tlokted Sintes, aod ope rtherefors exeloded
fram pradoctlon [ the pest of the world (ond heoce
glse from the NIF accoont). “Intersst pald by
genewmers ta buslneas™ la osed inatesd of P t0
Ldleite (1) that Interest pold by nonpredt lostib.
tienn f5 ascludmd (1t 1y iRcinded io fhe Dusiness
compenant of “net interewt™}, (2} that mwrtymis
intarest pald la excloded (Lt alao iy oeiudad In the
bteloess sompomant of “not iatarent® ), 2od (3) thot
1t In pagnmed fhat sopkmomers pay intertkt obly te
bumineas.
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the individual inceme tax and other
iaxes paid by persons that cannot be
charged to business expense, Intersst
peid by consumers t¢ business consists
of interest paid by individuels in their
capacity as conswmers., Transfer pay-
ments to forsigners consists of remit-
tances and ether gifts in cash and in
Knd made by U.B, persons to residents
of foreign countries, Finally, saving is
the difference bebween persomal income
and tha cuilays listed on the disposition
side of the account.

Government receipis and expendiiures
qecount

The government raceipts and expend-
itures aecount, which ean be regarded
as a1 budget #tatement within the
framework of the NIFPA's, shows three
new jtems: transfor payments to for-
signers, interest puid to foreigners, and
aurping or deficit. Government transfer
paymants to foreigners consista of non-
military gramsts in eash 2nd in kind
made to foreign ritions and of transfer
payments to former residents of the
United States. Intorest paid to for-
eigmers consigts of interest paid by the
T.S. Government to foreign business,
governments, end persons. The govern-
ment snrplus or defieit is the diference
between movernment receipts  and
sxpenditures.

Foreign fransactions accoanid

The foreign transactions account,
-which iz an embryonic halance of pay-
ments stateraent for the United States,
ehows two new Hems: net foreigm in-
vestmend, and capital grapts received
by the United Statzs, The latter con-
sists wainly of sllocations of Special
Drawing Rights to the United States
by the International Hmata.:ry Fund.
Net foreign investment is the incremss
of TU.8. claims on foreigners less the
increase of foreign claims on the Trnited
States, 1.5, ezports give rise to claims
on foreigners, na do capitzl grants re-
caived by the TUnited States. T.8. im-
ports, tarnsfer payments paid to for-
eigners, and interest paid by govern-
ment ¢o foreigners give rise to foreign
cleims on the United Siates.
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Gross seving and dnvestment accownt

Fhera are no new entries in the gross
saving and investment nccount. This
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account exhibis the well-known ex pest
equality of total saving and total in-
vastme-nt.

Fstimates Supporiing the Swmmary NIPA's

THE fizures shown in tsble 1 ate only
the-tip of the iceburg. Information is
aveilable hot only for years but also for
gearters and, in the case of persomml
income ahd its disposition, for months.
For most annual information, the
period since 1929 is eovered; for masl
guarterly snd monthly information, the
post World Waer II period is coverad,
For GNF and its product components,
cnrrent-dollar messures, much as thoss
shown in tahle I, sre separated into
“rog]" messures—ie., mensures from
which price change hns been elimi-
nated—sand measures of price change.
Finally, mest of ths items shown in
table 1 sre avadlsble in much greater
dateil. For instance, annual estimates of
personal consumption axpenditures ave
broken down inta abent 100 types of ax-
penditures, and annual and quarterly
estimaies of government receipts and
axpenditures are shown separately for
the Fedarul Government and for Staie
and local governments.

Hajor megsures of production and
fneome—Four widely used measores
of praduction and income—{3NF, na-
tional income, pergonal income, anﬂ ddis-
posable personal income—are shown in
chart 7 for 1080.4 GNP and national in-
eome ave comprehensive mensores of
prodietion. In the chart, the difference

4, Thwe satinmtes shown o chork T are thoss pob-
Tiahed in the Teavary 1981 BORyys.

between them is ssparated into eapital
consumption and indirest basiness
taxes, ete.: the latter makes up the dif-
farence between the markst-price and
factor-cost veluations.

Parsonal income 15 sometimas used as
a proxy messure of production becanse
it ig available for regions of the Nation
and becsuse the national measure is
availabie monthly. It difers from pro-
duction beesuss it exelndes gome in-
comed that represent production but ara
not distributed o persons—for ox-
ampla, soeinl geenrity taxes and vndis-
tributed eorporate profite—and includes
some incomas thet do not represent eer-
rent production—for exemple, transfer
poyments. Beonnse, especialiy in the
short run, some of these ineomea do not
follow the sourse of total production,
the proxy is imperfect. In the chart, the
former is shown as what is spbtracted,
and the lattor ag what is added, in order
to darive personal incorme from national
income.

Fersonal income snd its disposition---
tares, antlays, and saving—are nseful
in their own right, aspecially hecanse
persens are the largest among the eco-
nomic groups whoss interaction deter-
mines the working of the economy : Per-
sons reeaive most of tha ineoms, pecount
for the single largest share of taxes,
oive rize to the bulk of the demand for
GNP, mnd coatribute substantislly to
the saving that finanees investment.

Appendix; Definitions Underlying
the National Income and Product Accounts

Definitions of NIFA Entries

Income and product agpregates are
defined balow, and their definitions are
amplified by definitiong of their major
components. Aaspects of the agoregates
and their major components that are
not apyarent from their titles are

rmnphasized.

The definitions are presented in tha
framework of the five-account sum-
mary of the nationsl incoms amd prod-
uct accounts (NIPA’s) shown in table 1,
Each enivy has a coumterentry, pem-
srelly in snother accovmt. The paren-
thetical numbers thot fellows an entry
in table 1 identify the counterentry by
account, aid line number, .
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e S CHART 7
I'Mnr Measures of Production and Income, 1980
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With the exeapiion of major income
and product aggregaies, entriez are
nsnaily defined in this appendix in the
gequence in which they appear in the
fAve-aceonnt summary. Their definition
is not repeated when the counterentries
appear, but n erosg-reference is made to
the place of their first appearance. The
deflnitions of GNP, national income,
and some ather produnction aggregates
can be found in the fArst two sectionz,
which define the entries in the national
income and produet (WIPY account.
Dafinitions of personal income and dis-
posable personsal income can be found in
the section that defines Ehe antries in the
personal income and cutlay account.

NIP account: gross national product

NP ia the market valus of the poods
and services produced by labor and
property supplied by residents of the
Tinited Stetes, hefore dedunction of de-
preciation charges and other allowances
for business and ingtitutional consump-
tion of fixed capital goods and after de-
ducbion of products charged to expense
by business. GNP consists of the pur-
chages of goods and services by persons
and govermment, gross private domestic
investment (including the chunge in
business inventories), and net exports
{exports less importa).

Personal conrumplion crpendibures
{1-26} iz goods and services purchaszed
by individunis, operating ezpenses of
nonprofit institutions serving individ-
uanls, znd tha ralue of food, fosl, cloth-
ing, rent of dwellings, and finaneial
Bervices recelved in lind by individuals.
Nat porchasea of used goods are ales
inchyded. A1l privats purehases of resi-
dentinl stryetures are classified as gross
private domestic investment.

Groes private domestic mvestment
{180} is fixed copital goods purchased
by private buginess and nonprofit ingti-
tntions, and tha vaine of tha chonge in
the physical voluma of inventories held
by private businesz. The former include
all privaie pinchases of residential
structnres whether purchesed for tonant
or owner cceupancy. Net parchases of
nzed aoods are alzo included.

Net exports of goods and sewmices
(1-88) and (I-23) iz exports less im-
ports of goods and services. Exports are
part of national prodaction. Tmports
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ara not, but ars included in the compo-
nents of GNP, and are therefore de-
ducted. There are differences between
the NTPA measures of exporés and -
ports and those in the detailed balance
of peyments aceounts.

Government purclases of goods and
gervices [1—40) 15 the compensation of
government employees and purchnses
from business and from abroad. It ex-
cludes transfer payments, interest paid
by government, snd subsidies. Tt in-
cludes gross investment by government
enterprieas, but excludes their current
omtlays, It includes net purchases of
used goods and excludes sales and pur-
chases of Innd and financis] assets,

NIP account: charges against gross na-
tional product

Charges against QNF is the costs in-
curved and the profits earned in the
production of GNFP. Accordingly, it
equals GNP, excapt for the statistical
discrepency. These chorges are nrronged
in two groups. The first of these—oom-
pengwiion of ewployees, proprietory
ingome, rental incoms of persons, corpo-
rata profitz, and net interest—are fac-
tor charges, becanse they rapresant the
incomes of the factors of production
{1abor and properiy). The total of fac-
tor incomes v called the national in-
come, The second group consists of non-
factor charges. Addition of business
transfers, indirect business tazes, and
cwrtent surjlus of government enter-
prises less subsidies—which are included
in this gronp—to notional income yislds
charges agoinst nst natiomal prodnet
{ond net nationsl product). Addition
of rapital consumption allowances—the
remgining item in tha nonfactor eost
group—to charges against net national
product wields, in principle, chargss
against GNP {and GNP). In practice,
mensurement errers result in a statisti-
cal diserapency, which is entered be-
tween national imeome and cherges
against net national prodoet to secure
balance betwoen GNP and the factor
and nonfackor charges againse it

The szzregntes that have been anum-
grated so far differ from each other
beeange of distinetions that are made
betwesn muarlet value and fastor cost
concepts, and gross and net concepts.
(GNP as darived abova is a gross market
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value Inensure ; national income is a net
factor cost messure; and net national
produoct is a net morket value measure,
One further basic distinction can be
made in defining the value of produc-
tion. Thiz iz the distinction between
domestic measares and national meas-
ures. The former denote the production
atiributnble to» labor and property lo-
cated in & country; the latier denvte the
produstion attributable to labor and
property sappiied by residents of a
country, The notional measures exceed
the dornestic measures by the net inflow
of labor and properiy incomes from
nlropd.

In principle, sight measures of pro-
duction can be derived £rom these three
distinciions. Three of them are included
in table 1; two additioan] ones are in-
eluded in more detailed presentations
of the NIPA estimates. GNP has al-
ready heen defined. Definitionz of the
other five follow. Frog: domestic prod-
ot is the market value of the goods and
serviees attribntable to lIabor and prop-
erty locoted in the TUnited States. Tt
equals GNP less tha net inflow of Iabor
and preperty incomes from shroad. ¥t
national product iz the net market valos
of the goods and serviess attribuiable
te Jabor and property sopplied by resi-
dents of the Tnited States. Net nationnl
product equals GNP lezs papital con-
somption allowanees: these allowances
are dedueted from gross privete do-
mestic fixed invesiment to express it on
a net badis. Net domestic product is the
net market value of the goods and serv-
ices aitributable to labor and property
Iovated in the Thiited Sintes. Tt equals
nat national product legs the net inflow |
of labor and property incomes from
abroad. Nafional income is the income
that originaies in the production of
goods and services attributable to Iabor
and property supplied by residents of
the Unifed States. Thus, i measnres the
factor coats of woods and sarvices pro-
duced. Imeomes sre recorded in the
forms in whici they acerne to residents,
and are measured before deduction of
taxes on those incomes. They consist of
the compensation of employees, propri-
ators’ ineome, rentn] income of persons,
corporate profits, and net interest. Dg.
maestic inovoma is the factor cost of the .
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§ goods and services attributable to Jabor
.and property located in the United
% States, Tt equals antional income less
j the net inflow of Inbor and property in-
" pones from abrosd.
Y. Compensation of employees is the in-
.. come pecruing to employess as remu-
: neration for their work. It iz the som of
wages and salaries and supplemants to
. wapes and salaries.
Wages and selgries consists of the
- monatary remunerstion of empleyees,
- inehiding the eompensation of corporate
officars ; commissions, tips, snd bonuses;
and receipte in kind that repregent in-
i some to the resipients, It congistz of
dirbursemente {1-8) and wwage aserunls
© lesg  divbursements (1-4). Disbursa-
ments is wages and salaries as just de-
¢ fined axespt that retroactive wages are
" counted when paid rather than when
earned.
i Supplonents fo wager and salaries
- pondists of employer contributions for
social instrancs and of other Jabor in-
« come. Employer contributions for social
fnsurgntee  (1-6)  inelndes  employer
" payments under the following pro-
grams: Federzl oid-age, survivors,
disability, and hospital  insuranss:
State nnemployment insnrgnes; reil-
road retiroment and nnemployment
msurance ; government retivement ; and
publicly administered workmen's com-
pensation, Ofher lador income (1T} in-
cludes employer contribirtions to private
pengion and welfare funds, and diree-
tors’ feas,

Propristors income with inventory
vetuation ond eapital consumption aod-
fustments (1-8} is the income, including
meome in kind, of proprietorships and
partnerships and of producers’ cooperu-
tives. Interest and dividend income re-
, “eived by proprictors and rental incomss
recaived by persans who ave not primasr-
ily engaged in the real sstate business
are exeluded. The inventory valuation
adjustment is deseribed under sorporate
profits and the eapital consumption
; ddjusiment wnder eapital consumption
allowances.

frental income of persons with capital
sonsumption adjustment (1-9) is the
mmeome of persons from the rental of
real proporty, sxcept the income of per-
¢ 50ns primarily engaged in the renl estate

o
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business; the imputed net rental income
of owner-occupants of nonfarm dweli-
ings; nnd the royalties recsived by per-
sons from patents, copyrights, and
rights Lo natural resonress. The capital
consumption adjustment is degeribed
under capital consnmption allowances.

Corperate profits with inventory vel-
jusiments ia the income of corporetions
organized for profit and of mutual
financial institutions that acerues to res-
idenis, measured before profits taxes,
before deduction of depletion charges,
niter exclosion of capita! gains and
lozses, nnd net of dividands rveeeived
from domestic corporations. Corporate
profits includes net inflows from abroad
of dividends, reinvestad earnings of in-
corparatad foreign affiliates, and ezim-
ing= of unincorporated foreign afiliates.
Xn other major respects, profits are de-
finred a3 in Federal income tax regala-
tions The capital consumption adjust-
ment is described under capital con-
sumption adjustment is deseribed under
capital consumption allowancas.

Profts before fan is corporata profits
withouot inventory veluation and capital
cansumption adjustments.

Profis tax Hebility (1-12) is Federal,
‘Siatm and local tazes on corporote
ineome.

Profity after tax is profits befors tax
less profits tax liability. Dimidends
(1-14} is payments in cash or othar
aseets, excluding stoelr, by sorporations
orpanized for profic to stocltholders
who are U1.S. residents (including State
and local socinl insurance funds).
Undistributed profits (1-18) is corpo-
rate profits befors tox less corporata
profit tax liahility and Jess dividends, Tt
may alsoe be viewed as the sam of pur-
chases of flxed capital azsets, the change
in the bogk wvalua of corporate inven-
tories, and the net nequisition of finan-
cial nssets, less the sum of capital con-
sumption sllowances, net borowing, and
net steck issues,

Inventory  valuation adpusiment
{1-16} is the changa in the business in-
ventories component of GNP, which is
measurad a8 the change in the physical
volume of inventories valped in prices
of. the current period, less the change in
the value of inventories reported by
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business {hook value). The inventory
valuation adjnstment econverts inven-
tories at historical ecost, the valustion
concept. generally underlying business
aceoenting, to replacement cost, the
concept underlying the NIPA'. It is re-
quired only for nonfarm inventorias;
the change in farm mventories is esti-
mated directly. T make the mesmure-
ment of charges agninst GNF eonsistent
with GNP, an inventory valuvation ad-
justment must be applied to reported
egrporate profits and proprietors’ in-
ome.,

Nef interest (1-18) is intarest paid by
husiness less interest received by it, plus
net interest recsived from abroad. In
addition to monstary interest flows, net
interast ineludes fHows of interest in
lind {imputed interest). The latter
have their counferparts i service
charges, which sre included in personal
consumplion expenditures and in pov-
ernment purchases.

Buginess tronsfer payments (1-20) is
payments to persong for which the latter
do not perform eurrent services. They
nclude liability payments for personsl
injury, corporate gifts to nonprofit in-
stitutions and bed debts meurred by
congumers. Most of personal consump-
tion expenditures is stated bofors de-
duction of consumer bad debis; corpor-
ete profits and preprietors’ income are
sated after nllowance for bed debis.
Ageordingly, bad debis have to be
entered explicitly smong the charges
against GNP, and becanse they are writ-
ten off rather €han collested, they Fit
mto the general category of transfer
payments,

Indiregt butiness tax and nonlax
Bability (1-21) congists of thx laabilities
{except employer contributions for
socinl insweancee) that are chavgeable to
buginess expense in the ealeulation of
profit-type incomes, and of cartain othar
businesa lisbilities to povernment agen-
cies {except government emterprises)
that it is convenient to tyeat Tike taxes.
Indireet business tazmes includes sales,
excise, nnd property taxes, and the
windfall profit tax on erude oil produe-
tion. Taxes on corporate income are ex-
cluded ; these taxes cannot be ealonlated
unti] profits are known, ond in that

sense, are not & business expense. Non-
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taxes inclndes regulatory and inspection
feea, apecizl assessments, fines and pen-
alties, rents and royalties, and donz-
tions. Nontaxes mencrally excludes busi-
ness purchases from government of
goode and services that arve similar do
business purchases of infermediate
praducts from other businesses. Govern-
ment receipts from the aale of such
products are netted agninst govern-
ment purchases so thai they do not
appear in GNP snd other messurves of
production.

Subsidien lesz current surplus of gov-
srament enlerprisss (1-22). Subridiss
is the monetary prants peid by govern-

-ment to business, ineluding government
antarprises st another level of govarn-
ment. The current surplus of govern-
maent enterprises is thair sales receipts
lezs their current cutlays. In the caleu-
lation of their current surplus, no de-
dnetion iz made for deprecintion
charges and net interest prid. Subsidies
and current ;rplus are often combined
beeanss deficits incurced by government
enterprises may zesult from selling
poode to buzinesses ot lower than
market prices in lien of giving them
subsidies. This iz alee the major reason
for not eounting the earrent gurplos of
government enterprises as a profit-type
income and, accordingly, as part of
factor cherges.

Btatistical discreponcy (1-28) is
GNP lese charges against GNP other
then the ohafisticz]l discrepancy. It
arizes becanse GNP and charges against
GNF are estimated independently by
methodologies that are spbjsct to error.

Capital consemnplion allowances with
capitel consumption adpuatment (1-25).
Capital consumption allowancey con-
siste of deprecintion chargea and ae-
cideninl damage to fixed businese capi-
tul. For nonfarm business, they are as
reportad on Federal income tax returns,
For farms, nonprofit institutions, and
owner-oceupisd houses, depreciation
chermes ara not based on income tax
returns, but instead ava ealeulated to
conform to NIPA definitions. Coapdital
consumption edjustment (1-17) for cor-
porations is the tax return-besed capital
consompticn sllewances less eapital
congamption allewances that are based
on estimates of wniform service lives,
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straight-line depreciation, and replace-
ment ¢ost. Similar adjustments are ap-
plied to proprietors’ income, and rental
inccme of persoms. The eapital con-
sumption sllowonees with eapital eon-
sumpticn adjusiment for nenprofit in-
stitutions serving individualy is the
walne of the current services of the fixed
capital assets owned and used by these
institntions; it is reluded in personal
eongumpiion expenditares.

Fersonal income and outiay account

Personal income is the mcome ra-
ceived by persons from all sources, that
je, from participation in prodeetion,
from transfer payments from govern-
ment and business, and from gowern-
ment interast, which is trested liks a
transfer payment, Persons congist of in-
dividonls, nonprofit institntions, pri-
vate noninzared welfare funds, amd
private trost fumds. Proprietors’ in-
comae iz treated in its entirety as received
by individuals. Lifa insurance ecarriera
and private noninsured pension fands
are not ecounted as persona, huf their
gaving i credited to persons. Persongl
income s the sum of wage and salary
disbursements, odher labor iheome, pro-
prietors’ income with inventory valug-
tion znd capital econsumption adjust-
imenta, rental ingome of persons with
capital] consumption adjustment, per-
sont! dividend ineome, peraonal interest
income, and transfer payments, lesm
personal contributions for social insar-
ance.

Disposable persomol income iz per-
zonal income less personal tax and non-
tax pryments. It is the incoms available
to persons for spending or saving.

Wage and salary dishursements (cee
1-8).

Giher abor incame (see 1-T).

Proprisiors’ tncome with inventory
waluation and capitel consumption ad-
justments (see 1-8),

Rontal tncoms of pergons with cepiial
consumption adfustment (see 1-9).

Persongd dividend tncome 35 the divi- -

dend incnme of persons from all sonyces.
Tt equals dividends (see 1-14) less divi-
dends recoived by government (2-13).
Dividends recelved by government con-
sists of dividends veceived by Stete and
local government socinl insmrance
funds.
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Pewponal dnteregt inoome is the in-
terest imecome of a from all
aourees. It equala net interest (see 1-18),
ples interest paid by gonernment fo par-
gong and Dusiness (2-16) less interet re-
ceived by government (2-17) plus dn-
tevest paid by consumery fo business
{2-18). The lest item consists of all in.
terest paid by individusle in their ca-
preiky 0s comsumers, snd accordingly
excindes interest payments on morh-
gages and home improvement loans, be-
eause homeowners ara treated as busi-
nesses in the NTPA’s. The derivation of

personal interest income can ba ex- °

plained as follows: MNet intarest equals
interast peid by produesrs (in this case,
business and U.5. residents supplying
property services to abroad} to persons
and governinent less interest received
by producers from consumers and goy-
ernment. It therefore falls shori of in-
terest rTeceived by persoms from pro-

ducers by the amount of interest re-

ceived by prodocers from conswmers
and government, and axceeds interest
received by persons from producers by
the amount of interast received by gov-
ernment from producers. Accordingly,
the former is added to net interest, and
the latier is deducted, to cbiain personal
interest income,

Transfor payments $o persons is in-

tome payments {0 persons, generally in .

menetary Form, for which they Ao nob
render current services. It comsists of
business trapsfer payments (se= 1-20%
and geoverameni fransfer payments
{2213}, Government transfer payments

intlade payments under the following

programs: Federal old-age, survivors,
disahility, and hospital insurance ; sup-
Plementary medical insnrance; State
unemployment insarance; railroad re-
tirgment and unemployment insurance;
government  redirement;
compansation ; veterans, inclading vet-
erans life insarance; food stamp; black
lhing; supplemental security income:
pnd direct relief. Government payments
to nonprefit institutions, other than for

work wnder research and development -

contracts, is aleo included.

Personal oontridutiont for ooiel in-
surance (2-22} includes paymenta by
employees, self-employed, and other in-

dividuals who participate in the follow-

workimenr's -
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1 ing programs: Federal old-age, sur-
vivors, disahility, and hoepital insur-
fiance: mpplementary medical ingor-
1'ance: State unemployment insurance;
4 railroad retirement insurance; govern-
ment retirerment; and veterane life in-
% SUTALCE, '
j Personal tay and noniax payments
1 {2-1) i3 tax payments (net of yefunds)
¢ by persons {exeept personal contribu-
: tions for social insurance) that ave not
{ chargeable to businesz expense, and of
{ certain other personal payments to gov-
4 armment agencies {exeept government
| gnterprises} that it is conveniemt to
{ treat like taxes. Personal texes includes
{ income, estate and gift, and personal
{ property tazes. Nomtaxes includes pass-
| port fees, fines and penalties, donations,
a and tuitions end fees paid o sohools and
: hospitals aperated mginly by govern-
! ment.
Pargonol outlaye iz the sum of per-
- gonel consmmpiion axpenditures (see
. 1-28), interest paid by consumers to
i businase (see 2-18), and personal frans-
i fer poymenis to foreigners, net {2-3).
| Tha Jast item s personal remittances in
Jcash and in kind to abroad less such

remittanees from sbroad,
i Pergonal saving (2-8) is personal in-
{ come Jess the sum of personal outlays
; and personal {ax and nontax payments.
| It is the current saving of individuals
* (ineluding proprietors), nonproflt in-
_ stitutions, private noninsuved swelfurs
. fundg, and private trost funds. Personsl
- saving may also be viewed s the sum
4 of met acquisition of fimancial assets
- (such a5 eash and deposits, securities,
. #1d the net equity of individnals in life
; Insorance and in private nominsyred
- pengion funds) and physical assets less
. the sum of net borrowing and of capitel
s consamption allowances with capitel
. consumption adjustment.

;Gmnment receipis and expendilpres
; oo
Personal dow and nontas ETTETIES

i {see 2-1), z

. fﬂﬂ;‘mrﬁa profite tox Hability (ses
Y Iﬂd&m# dusiness tax and noniaw
Jiability (see 1-91).
. Contribagions for soctal insurance
1. (se0 1-6 and 2-92). )
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Purchazes of poods ond sorviges {sen
1-20}.

Transfer payments is transfer pay-
ments to persens {see 2-21) and frans-
Jer poyments to foreigners, net (3-4).
Tha latter is TL.S. Government nonmili-
tary grants to foreign governments in
cazh and in kind, and T8, Government
iransfer payments, maicly retitement
benefite, to former wresidentz of the
United Siates

Net infevert paid iz interest paid by
government less inferest received by
government (see 2-17). The former is
interest paid €0 persons snd business
(see 2-16) and inferest poid do foreign-
£r¢ (3-8). Interest paid to foreigners is
interest. paid by the TS, Government
to foreign businesses, povernments, and
POYSONnS.

Trividende received by government
{see 2-13).

Bubyidicn less currant surplus of gov-
ernment enberprises (see 1-22).

Wage acemials less disburdementy (see
1-4).

Surplus or defisit (), national in-
come and product accounts (3-13) is
the sum of governmeat sxpenditures
(lines 1, 2, 5, 10, 11, and 12 of sceount
3) lesz the sam of government reccipts
(lines 18, 17, 18, end 19 of acconnt 8), It
may also be viewed s the net sequisi-
tion of finuncinl ssgets by government
and povernment snterprizes, and net
governmant purchases of land and of
rights to Government-owned land
inctuding oil resourees.

Foreign iransactions account

ITmparts of goods and asrvices {sem
1-38}.

Fransfer poyments lo forefgners (zee
2-5 and 3-4),

Interest paid by government fo for-
gigners (sea 3-81.

Net foreion investmant (4=3) is 1.5,
axports of goods and services and eapi-
tol grants receivad by the Tnited States,
net (3ee helow), less imports of gonds
and services by the Tnifed Stafes,
transfer payments to foreigners {net),
and T8, Government interest paid to
foreigners. It may eleo be viewad as
the aequisition of forsign assets by T.3.
residents less the ecquisition of T8,
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assets by foreign residents. Tt inclodes
the statistical discrepancy in the de-
tailed balanece of payments accoumts.

Eapores af goods ond gepvices {gee
1-38).

Capital grania received by the United
Stater, nef (4-2) iz mainly the alloea-
ticn of Specinl Drawing Rights to the
United States.

Grass saving and invesinent aeconunt

Personol soving (ses 2-8).

Wage accriads leas dishursements (see
1-4).

Undistribnated corporabe projite with
inpentory veluation and capitel con-
mumplion adpustments (see 1-13, 1-16,
and 1-17).

Capital consumption ellmoances with
copital conswmplion adjustmend (see
1-25), :
tovernment surpius or defictt (~),
national income and product nccounis

(see 3-18).

Capital grands received by the United
States, net (3ee 4-2).

Statighical discrepangy (see 123}, .

Froas private domestic invesimeont
(320 180},

Netk forsign fnvesiment (ses +-8).

Definitions of Sectors

In addition to the breakdowns of
GNP that appear in the five-account
sammary of the NTPA’s, GNP can be
broken down by sectors—bnsiness,
houscholds nnd institutions, povern-
ment, and the rest of the world.

Business consists of all orpanizations
located int the United States that pro-
duce goods and services for sale &t a
price intended at least to approximnte
posts of production, Im the mpin, it
covers private enterprises organigad for
profit, both corporate and noncorporate.
Mutus] finaneial ingtitutions, private
noninsured pension fumds, cooperatives,
nonprofit organizations serving busi-
ness, Federal Reserve banks, and fed-
erzlly spomsared oredit agencias are zlso
ineludad, as well ns governmant enter-
prises. Ownar-occupied housing, and
huildings and equipment owned and
used by monprofit institations sevving
individuals, are considered to be busi-
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ness organizetions selling their carrent

gervices to their owners.

The production of the business seo-
tor can be measured either in terms of
the value of the goods and services it
produces in the Tnited Btstes or in
terms of the coslz imenrred and the
profits earned in its production.

Householdsr and inetitusions consists

S'Uﬂ?'EY OF OURRENT EUSINESS

of households of femilies and wnrelated
individuals, nonprofit institutions serv-
ing individnals, private trust Fonds,
and private noninsured welfare funds;
the coversgs is the same as that of per-
sons as defined in the NIPA's. Produe-
tion iy measured by the compensation
of employees.

Foverrmment consists of Federul and
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State and local government agencies ax-
cept government enterprises. Produe-
tion is measured by the compeneation of
employess.

Hest of the world consists of forsign-
ers as transacters with TS, residents.
Production is mweasured by net inflows
of labor snd property incomes from
nbirond. '




